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WORLD MEWS 

Nine killed in 
petrol bomb 
attack on Cairo 
tourist bus 

Gunmen killed cine people, . 
including six German tourists, in 
the centre of Cairo when they 
hurled a petrol bomb at a bus 
before attacking it with machine 
gun fire outside the city’s 
national museum. Eight other 
Germans were among 11 people 
injured in the attack. Page 7 

BJour to US cattte products 

Veterinary experts said they 
could not be sure that European 
Union imports of us cattle prod* 
ucts would be free of BSE “mad 
cow" disease. Page 4 

Tax havens fao* probe 

European tax havens could face 
scrutiny by the European Com- 
mission as part of an attempt to 
stop predatory tax competition 
between member states. Page 2 


j In control 

Chinese president Jiang Zemin 
emerged pre-eminent at the end 
of a Communist party congress 
which sidelined Ms chief rival 
and opened an era of economic 
reform. Page 14; Editorial Com- 
ment, Page 13 

Iflstor appo in tment delayed 

The appointment of retired Cana- 
dian General John de Gbastalata 
to plan the decommissioning of 
paramilitary weapons in North- 
ern Ireland has been delayed. 
Paged 

Blast MR* 28 miners 

At least 26 Russian and Ukrai- 
nian coalminers were killed in an 
explosion in the remote Norwe- 
gian Svalbard Islands. 

Arrests bi farfsfa murder hunt 

Dublin police investigating the 
murder of crime journalist 
Veronica Guerin, who was shot 
dead in her car, made nine . 
arrests. 

Attack on music pirates 

The music industry is to launch 
an international anti-piracy pro- 
gramme to fry to curb a rise in 
sales erf counterfeited compact 
discs and cassettes. Page 4 

Oaone protection a greed 

More than 100 governments 
agreed to tighten controls on 

rh uarriralft that fbrmflgp the 

earth’s ozone layer. Page 7 

Prosecutors raid Dalwa 

Japan’s second largest broker. 
Daiwa, was raided by Tokyo pros- 
ecutors amid allegations that it 
had filially paid sokoiya racke- 
teers. Page 6 

tadta-radatan talks to no on 

jnd fo and p ?Vfo t w n agreed to con- 
tinue discu ss io ns to normalise 
relations after three days of “cor- 
dial” talks. Page 6 


Israel reached a compromise with 
a US Jewish millionaire to move 
settlers out of an Arab district in 
east Jerusalem, averting a possi- 
bly violent crisis. Page 7 

US sot to push smart cants 

Partnerships between banks and 
retailers and sendee providers 
are set to be central to a cam- 
paign to expand the use of 
“smart cards” in the US. Page 5 

Strike throat bi Ontario 

Public servants in Ontario are 
thr pa toning walkouts to protest 
at proposed legislation that 
would limit their right to strike. 
Pages 

Tra nsd ev eyas London Tubo 

French transport company Trans- 
dev said it was keen to take over 
the operation of one or mare Lon- 
don Underground lines if they 
were offered for sale. Page 9 

Hu rri ca ne sli en u thows 

Hurricane Nora strengthened ana 
continued to hit Mexico with 
winds up to LQOmph from an 
almost stationary position in the 
Pacific. 
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BUSINESS NEWS 

Whirlpool set to 
cut 4,700 Jobs 
in worldwide 
restructuring 

Whirlpool, the US home 
appliance manufacturer, is to 
restr u c tur e its worldwide 
operations, cutting about 4,700 
jobs - 10 per cent ot the work- 
force. Europe is likely to account 
for a large portion of the job cuts. 
Whirlpool said that up to 15 per 
cent of the 12,000-strong work- 
force could be affected, although 
cuts will be spread over a three- 
year period. Page 15 

Intel and Compaq have made 
an alliance aimed at extending 
their dominance of the semicon- 
ductor and PC sectors into com- . 
puter networking. Page 19 

China is heading for sustained 
economic growth over the next 
twenty years berfc “huge risks” 
threaten to derail progress if 
reform falters, said the World 
Bank. Page 6 

The BO* said it was satisfied 
with Thailand’s efforts to get its 
economy back in shape, but 
remains tm patipnt with the pace 
of financial reform. Page 6 

Brtttsb - B omo o Petroleum said 
it might consider a '‘strategic 
swap” of assets in the Gulf of 
Mexico for interests in other deep 
water regions. Page 21 

Morale at the Washington-based 
World Bank “is as low as we 
have ever seen it”, said the 
bank’s staff association. Page 14; 
Observer, Page 13; Asia, Page 6; 
World economy survey, separate 
sections 

Rhtae4»oidane of France is set 
to go into the rad this year 
because of one-off charges linked 
to its decision to turn itself into a 
life sciences company. Page 15 

Thu Elf fe formally challenging 
South Korea’s liquor tax re gime 
at the World Trade Organisation. 
Page 4 

Bra riFa southern state of Rio 
Grande do Sul is to sell two elec- 
tricity distributors next month 
for £L53bn. Page 19 

OM-man airline Lufthansa and 
retail group Karstadt are merg- 
ing their tourism arras. Page 20 

Stora, the Swedish forestry 
group, has unveiled a joint ven- 
ture with Braahan industrial 
conglomerate Odehrecht under- 
lining consolidation in the paper 
and palp industry. Page 15 

BMC, the concrete company, saw 
its shares fall cm concern over a 
strong pound and weak German 
construction markets. Page 21 
and Lex 

PftreUi the Italian tyres and 
cable group, reported a 15J5 per 
cent rise in first-half consolidated 
net earning s although operating 
profits feE 32.7 per cent Page 20 

Sun Lift & Provin cia l, the 

UK-based life assurance and pen- 
sions arm of French insurer Axa, 
may set part of its majority 
stake in New Ireland Holdings. 
Page 21 

tarots in Nestte, the food 
company, jumped sharply after it 
reported a 40 per cent rise in 
firat-half net income. Page 20 

CrfedBK Lyonnais, the French 
state-owned bank, is set to seek 
substantial capital from outside 
investors to strengthen its bal- 
ance sheet without fresh govern- 
ment support Page 15 

Yaohan Japan, the independent 
supermarkets company, collapsed 
yesterday with debts of Yl6L3bn 
<$L34bn). Page 15; Yaohan pays 
price. Page 18 

The European Co mmission is 

considering fining British Air- 
ways after decoding the airline's 
sales techniques violate the 
Treaty of Rome. Page 14 
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Accountants plan global merger 


Price Waterhouse 
and Coopers & 
Lybrand to unite 

By Jim Kefly in London 

The global boards of Coopers & 
Lybrand and Price Waterhouse, 
two of the world's leading 
accountancy firms, yesterday rec- 
ommended their merger to create 
the world's largest professional 
services group. 

It would have 135.000 staff; 
&500 partners and annual reve- 
nues in excess of $13bn. and 
would knock the giant Andersen 
organisation into second place 
among the international Big 
Six. 

The plan is likely to come 
under regulatory scrutiny in the 
US, Europe and Tokyo and must 
also win the approval of partners 
in eac h country. 

The news prompted specula- 
tion that further consolidation 
could take place, with some fore- 
casting there could be a “Big 
Three" by 2000. 

Nick Land, senior partner in 
the UK of Ernst & Young, 
another Big Six firm, said: 
“Clearly this will make every- 
body reassess their position on a 
global basis.” 

Jim Wadia, global head of 
Arthur Andersen, said; “Whether 
further consolidation occurs or 
not Andersen’s strategy 
continues to be to grow organi- 
cally. 

“In the 1980s, when the then 
Big Eight merged, we slipped in 
the rankings. Several years later 
we were back to our pre-eminent 
spot” 

Few hard details of the pro- 
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posal were given as simultaneous 
announcements were made in 
London and New York and part- 
ners around the world received 
the news by e-mail. 

If the merger goes ahead, Nick 
Moore, chairman of Coopers & 
Lybrand International, will be 
chairman of the new firm. He 
said the plan was designed to 
provide the rapidly expanding 
market for “seamless” global ser- 
vices. 

Mr Jim Schiro, chief executive 
of Price Waterhouse, is the pro- 
spective chief executive. He said 
talks had opened a few weeks 
ago. “It is a global market Ten 
years ago. we were operating in 
international markets. Today, 
you have globally integrated 


businesses.” 

The giant firm will seek, to 
secure market share in providing 
services such as international 
risk management global tax 

EdRorM Comment .-Jaga 13 

Lex - -Page 14 

Coopers ft Lybrand / Price 
Waterhouse merger talks —Page 18 


planning, cross-border transac- 
tions, and assurance services in 
emerging markets. 

It is understood the merger is 
partly aimed at increasing 
resources available for invest- 
ment in ex panding r-a pito i inten- 
sive consultancy services and to 


fund acquisitions. It would create 
a funding pool estimated at 
9800m. 

Senior executives on the two 
boards acknowledged that the 
merger could attract the atten- 
tion of competition authorities 
but said the merger was not anti- 
competitive in the context of the 
global market 

“When you look at the figures, 
it hardly counts as world domina- 
tion,” said Mr Peter Smith, chair- 
man of Coopers & Lybrand in the 
UK. 

The merger is unlikely to 
prompt significant competition 
concerns in Europe and the US, 
“I would say it’s 40:60 against it 
going to a full-scale investigation 
in Europe because there are so 
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many other strong players,” 
said one competition law 
expert. 

In the US the two firms hold 
between 30-35 per cent of audit 
appointments to the Fortune 500 
companies. In the UK the new 
merged firm would hold 50 per 
cen t of th e audit market among 
the FTSE 100 companies. 

Although the other Big Six 
firms could challenge the merger 
in the US courts, observers 
thought this unlikely as it 
could hinder their own 
merger plans. 

The process of voting on the 
plans by partners in all the 
national firms that make up the 
two international organisations 
could take several months. 


Russian tax clause 
will unlock foreign 
investment in oil 


By John ThomhOI and 
Chrystia Freeland in Moscow 

Russia plans to introduce an 
article in the forthcoming tax 
code designed to help unlock 
billions of dollars of foreign 
investment in the oil industry, 
Boris Nemtsov, first deputy 
prime minister, said yesterday. 

It is also planning to raise 
9300m by issuing a bond, backed 
by the Transneft ail transport 
company, to finance the con- 
struction of a section of pipeline 
to skirt the separatist region of 
Chechnya. 

In an interview with the 
Financial Times, Mr Nemtsov 
said be hoped parliament would 
adopt the tax code this year to 
provide better treatment for for- 
eign investors. 

“It means that the tax rules 
for new fields will be the same as 
under production-sharing agree- 
ments,” he said. 

Production-sharing agree- 
ments (PSAs) are internationally 
recognised contracts, designed to 
provide a predictable legal and 
tax regime for foreign investors. 

The Communist opposition in 
parliament watered down previ- 
ous legislation that would have 
enshrined PSAs as the normal 
legal stru c t ure for joint ventures 
in the oil industry. 

But parliament has been less 
hostile to the new tax code and 
government officials are predict- 
ing ft will be passed by the end 
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of the year. Parliament can still 
table significant amendments 
before it passes the final version. 
Mr Nemtsov said the government 
would try to boost the protection 
offered by tire tax code to give 
companies guarantees as strong 
as those of a PSA. 

Foreign Investment in the Rus- 
sian oil industry h«s remained 
low. Many western oil compa- 
nies, which flooded into Russia 
after the, collapse of the Soviet 
Union, arescaling back their 
local offices. 

But Mr Nemtsov said there 
was progress at two oilfield 
development projects on Sakh- 
alin island in the Far East. 

“Sakhalin 1 and 2 are going 
very fast The total amount of 
investment this year is 9500m 
and next year ft will be in the 
billions,” he said. “This is very 
important It will help change 
tile mentality of the {parliamen- 
tary] deputies.” 

A group of business leaders 
from the Confederation of Brit- 
ish Industry, who were in 
Moscow yesterday to develop 
trade relations with Russia, also 
praised the reformist govern- 
ment’s recent attempts to 
encourage greater foreign invest- 


Arnault to present ideas on merger of drinks group 

New proposals for LVMH 


By John WHbnan 
and David Owen in Parts 

Bernard Arnault, chairman of 
LVMH, will next month present 
new proposals to merge the 
French group’s drinks interests 
with those of Guinness and 
Grand Metropolitan of the UK. 

Mr Arnault said LVMH would 
accept less than the 35 per cent 
stake he had sought, and would 
take other steps to calm fears 
that LVMH would become the 
controlling shareholder. 

But he still opposes the 
planned £34bn ($38bn) merger of 


Guinness and GrandMeL He will 
warn shareholders in the two 
British companies the cost of 
excluding LVMH could be £L.4bn. 

Mr Arnault said four leading 
French lawyers backed his view 
that a merger between Guinness 
and GkandMet would be enough 
to trigger the termination clause 
in a 1994 agreement covering cer- 
tain joint ventures between Guin- 
ness and Modt Hennessy, 
LVMH*s drinks subsidiary. 

In the event of a so-called con- 
trol event, this clause enables the 
French luxury goods group to 
buy back Guinness’s 34 pm cent 


stake in Most Hennessy at a dis- 
count, take control of the joint 
ventures and block their use for 
distributing GrandMet brands. 

“At some point or another, 
Guinness and GrandMet will 
have to discuss our proposals 
seriously with us,” said Mr 
Arnault 

Mr Arnault has opposed the 
Oi rinn ess -Gr andMet merger plan 
since it was announced on May 
12, voting against it as a Guin- 
ness board member and propos- 
ing a merger of the drinks 

Continued on Page 14 


Alan Parsley, director of new 
business development at Royal 
Dutch-Shell, the Anglo-Dutch oil 
group, which is a sizeable 
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Hamburg 
poll set 
to test 
national 
mood 


EU seeks tax haven fair play 


By Emma Tucker in Brussels 


By Frederick Sttktemsnn 
in Hamburg 


The smartest thing to be hi 
Hamburg is British. Whether 
cloaked in waxed jackets 
and brogues or affecting afl 
the mannerisms of an 
English gent, Anglophilia is 
the calling card of Ger- 
many's second-biggest city 
which owes its prosperity 
and prominence to the trade 
flowing through its port, one 
of the largest in Europe. 

The affection for all things 
British is even visible in 
Hamburg's current election 
campaign, which comes to a 
head on Sunday when voters 
go to the polls in the first 
significant test of public 
opinion ahead of national 
elections in September 1998. 
Posters put out by the Social 
Democratic party (SPD). 
which has run Hamburg for 
40 years, carry a slogan, in 
En glish , taken from £Hp UK 
Labour party: “Law And 
Order Is A Labour Issue.” 

While his aides acknowl- 
edge the profound influence 
of events in Britain on the 
SPD. Henning Voscherau, 
Hamburg's Incumbent 
mayor and one of the lead- 
ing modernisers within the 
party at national level, pre- 
fers to highlight other 
sources. “The SPD in Ham- 
burg has always been 
against ideology and illu- 
sion. We have always 
focused on competence and 
common sense.” He cites 
Helmut S chmidt , the former 
SPD chancellor and a native 
of Hamburg, as an example 
of this tradition. 

Ole von Beust, opposition 
Christian Democratic Union 
(CDU) candidate sometimes 
mentioned as one of a group 
of young modernisers within 
his p a r t y, is angered that in 
focusing on crime Mr Vos- 
cherau appears to have occu- 
pied one of the traditional 
policy platforms of the CDU. 

His indignation is shared 
by Wolfgang Schfiuble, CDU 
whip in the Bundestag, the 
lower house of national par- 
liament, who also attacks Hr 
Voscherau’s scepticism on 
the timetable far European 
economic and monetary 
union as "'lumpen populism” 
which threatens stability 
across the continent 

In a further indication of 
the national relevance of the 
Hamburg elections Mr 
SchAuble devotes most of his 
speaking time to defending 
the government and accus- 
ing Mr Voscherau of saying 
one thing to his audience at 
home and behaving differ- 
ently in Bonn, where he is 
one of the SFD’s prominent 
regional state leaders. 

As well as testing the 
political temperature, the 
result on Sunday could have 
a more direct effect on 
national politics as it could 
alter the composition of the 
Bundesrat, the upper house 
of parliament, where the 
states are represented. 

Four years ago Mr Vos- 
cherau. won 40 per cent of 
the Hamburg vote. Opinion 
polls suggest on Sunday the 
SPD might repeat its 1993 
. result The CDU is expected 
to get around 30 per cent, 
compared with 25 per cent 
last time. 

Overall this might seem 
an, albeit expected, vote of 
confidence for the ascendant 
modernising wing of the 
SPD. But Mr Voscherau still 
faces the considerable prob- 
lem of deciding who to 
choose as coalition partner 
as the Statt ParteL a small 
protest party with whom the 
SPD currently governs, is 
unlikely to make it back into 
the loical parliament 
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European tax havens could 
face renewed scrutiny by the 
European Commission as 
part of a wider attempt to 
stop predatory tax competi- 
tion between member states. 

As representatives from 
the 15 EU states met yester- 
day to consider a proposed 
code of conduct designed to 
stop countries luring capital 
investment away from their 
neighbours through artifi- 
cially low corporate tax 
rates, an official said some 
tax havens - cleared under 
competition rules - could be 


scrutinised again "where cir- 
cumstances have changed”. 

Tax havens that have pro- 
voked particular criticism 
include Dublin Docks in 
Ireland, where companies 
pay a mere 10 per cent corpo- 
ration tax, special tax Incen- 
tives is the Canary Islands, 
and a haven in Trieste, Italy. 
All were given the green 
light by the Commission, 
responsible for maintaining 
fair competition in the single 
market 

A Commission official 
reported to the meeting In 
Brussels a “high degree of 
willingness” amon g member 


states to tackle the problem. 
Mario Monti, the EU com- 
missioner for the single mar- 
ket presented a package of 
measures designed to level 
oat tax distortions, which he 
believes will become "an 
increasing source of con- 
flict”. 

It includes a non-binding 
code of conduct that calls for 
a standstill on corporate tax 
incentives like the Dublin 
Docks and considers ways in 
which state aid rules on tax 
schemes could be clarified 
and refined. 

The package also tackles 
problems such as a lack of 


transparency, different treat- 
ment for residents and non- 
residents. and wide varia- 
tions in tax on savings. 

“Every country w31 find in 
the package something 
unpleasant but also some- 
thing pleasant from its own 
point-of view,” said Mr 
Monti. 

He hopes to get approval 
for the code at a meeting of 
economic and finance minis- 
ters next month, and agree- 
ment on the overall package 
by the end of the year. 

However, the details of the 
code still need to be worked 
on before all member states 


can agree. Although it would 
be nan-binding members are 
still wary of allowing Brus- 
sels to interfere in tax mat- 
ters. 

Further, critics of the 
package say It will drive 
investors away from the EU 
altogether, to tax havens 
such as Switzerland and 
Liechtenstein. 

Mr Monti argues that the 
issue is also being tadded at 
a global level, pointing out 
that the G7 group of indus- 
trialised nations, and the 
Organisation for Economic 
Co-operation and Develop- 
ment are also considering it 


Milosevic’s man fights voter apathy 


By Guy Dlnmore 
m Vagewo, Serbia 


For Dobrila Simic. a retired 
department store worker in 
depressed central Serbia, it 
was a wonderful evening. 

“It was a great rally. We 
adore him,” she said at the 
last stop of a campaign tour 
by Zoran Lilic, the candidate 
of the r uling - So cialis ts In 
Serbia's presidential election 
on Sunday. 

“The Socialists and Mr 
Lilic have done everything 
they promised,” she 
enthused. “We never had 
much but we are satisfied 
with what we get," Mrs 
Simic said, delighted she 
now enjoys stable prices and 
regular payments of her 
small pension after the 
hyperinflation of the early 
1990s. 

Slobodan Milosevic, the 
Yugoslav president, whose 
left-wing coalition is also 
ijpfpn^ing a slim parliamen- 
tary majority on Sunday, 
will doubtless take heart 
from such praise but Social- 
ists say privately they are 
worried by the poor turnout 
at well organised rallies 
across the Serbian republic. 

Mr Lilic. the former direc- 
tor of a rubber products fac- 
tory and faithful follower of 
Mr Milosevic, attracted 
fewer than 1 .000 people in 
Valjevo on Wednesday night 

Most were elderly while 
some, like Suzana Petrovic, 
came only because her 


Socialist boss had “encour- 
aged” her to. 

“I have a seven-year-old 
son In school- I depend on 
my job and position and it 
was suggested 1 came,” she 
explained. 

Mrs Petrovic said she 
would vote for the opposi- 
tion Serbian Renewal Move- 
ment led by Vok Draskovic, 
a pro-monarchy nationalist 
whose rallies have drawn 
much larger crowds. 

Nonetheless analysts 
mostly agree with opinion 
polls, though often unrelia- 
ble, that show the Socialists' 
revamped machine triumph- 
tog. 

Mr Lilic may. however, be 
forced into a presidential 
run-off on October 5. His 
closest rival among 16 other 
candidates is probably Vpjis- 
lav Seselj. an ultra -national- 
ist and paramilitary leader 
during the wars in Bo snia 
and Croatia. 

Faced with a choice of the 
left or far right, many Serbi- 
ans may well opt for the 
Socialist heirs to the commu- 
nists who have led them 
since the second world war. 

Mr Milosevic has profited 
from the collapse of the 
opposition coalition Zajedno 
(Together), his control over 
state media and an electoral 
law that favours the regime. 
Proceeds from the sales of 
state assets have been used 
to pay workers and pension- 
ers like Mrs Simic, calming 
labour unrest 



The monarchist Vuk Draskovic is greeted by an enthusiastic supporter in Belgrade 


If all else fails , the opposi- 
tion says, then the left may 
resort to fraud. Last Novem- 
ber Mr Milosevic annulled 
Zajedno’s victories in local 
elections, triggering three 
months of mass protests. A 
sense of euphoria in Bel- 
grade was soon replaced by 
disillusion after Zajedno's 
main leaders - Mr Draskovic 
and the Belgrade mayor, 
Zoran Djindjic - fell apart 
because of personal rivalries. 


Mr DjLndJic is leading a 
campaign to boycott the 
polls. If the turnout in the 
presidential race falls below 
50 per cent, then the vote 
must be reheld. Analysts say 
apathy among urban voters 
and a long-standing boycott 
by Albanians, who maka up 
17 per cent of Serbia’s 9.8m 
people, may produce a turn- 
out of just under 60 per cent 
Despite the efforts of Mr 
Lilic, there is no doubt who 


wields true power. Posters of 
Mr T.nie with clenched fists 
are placed everywhere next 
to those of Mr Milosevic. 

Serbia's stron gman of the 
past 10 years but barred by 
the constitution from seek- 
ing a third term as presi- 
dent, Mr Milosevic engi- 
neered his move in July to 
be president of federal Yugo- 
slavia, which incorporates 
tiny Montenegro. His prede- 
cessor was Mr Lilic. 


Polish PM insists the left is right 


By Anthony Robinson and 
Christopher Bobins Id 
in Lodz 


T he prime minister 
strolled past the bou- 
tiques and spruced 19 
shops of Piotrowska Street, 
in the pedestrianised centre 
of industrial Lodz as he 
wrapped up a low-key but 
confident election campaign 
for the ruling former com- 
munists. 

"I think weU get around 
30 per cant and be able to 
form a new coalition, but 
how stable that is win also 
depend on who is willing to 
join us,” Wlodzimierz Cimo- 
szewicz told the Financial 
Times yesterday as he set 
out with the interior minis- 
ter, Leszek Miller, to address 
the dosing rally of the Dem- 
ocratic Le ft Alliance (SLD) 
in the town haH 
The leader's optimism is 
reflected in the opinion polls 
which indicate that the SLD 
will be confirmed at Sun- 
day’s general elections as 
the largest and most cohe- 


sive political force in this 
Catholic, conservative and 
still largely peasant country. 

The durability of the dull 
but disciplined reformed- 
communist “left” is partly 
the consequence of divisions, 
rivalries, incompetence and 
inexperience on the fractious 
“right". But it is also a prod- 
uct of the ideological confu- 
sion, common to all post- 
communist societies, which 
makes a mockery of tradi- 
tional labels. 

The SLD, together with its 
awkward coalition partner, 
the PSL farmers’ party, 
gained the confidence of vot- 
ers and foreign investors by 
pressing ahead with the 
“rightist" macro-economic 
controls and economic tran- 
sition policies started by 
Leszek Balcerowicz, finance 
minister in the first Solidar- 
ity government. 

Few remember this now, 
bat that government was 
actually a Solidarity/Com- 
munlst party coalition and 
the Balcerowicz plan was 
approved and backed by 


communist deputies. 

Jozef Oleksy, who took 
over the Social Democratic 
party leadership after resign- 
ing as prime minister follow- 
ing unsubstantiated accusa- 
tions of being a KGB 
informer, openly acknowl- 
edges the historical role 
played by Solidarity. 

“The y put Poland on the 
right road after 1989,” he 
told a televised press confer- 
ence. He then showed bow 
former communist govern- 
ments had built on this foun- 
dation over four years high- 
lighted by the exodus of the 
Soviet army and the success- 
ful conclusion of the London 
and Paris Club debt reduc- 
tion deals which opened the 
way to a wave of foreign 
investment. 

“We managed to continue 
reform while easing social 
tensions," Mr Oleksy added. 

“In 1993 there were 7,500 
strikes, last year only 1,000. 
Four years ago people were’ 
deeply suspicious of privati- 
sation and foreign invest- 
ment Now they are more 


relaxed. We have pushed 
ahead with privatisation and 
pension and social security 
reforms.” 

Political opponents argue 
that social peace was bought 
by slowing down the pace of 
reforms and buying off coal- 
miners and. other difficult 
groups without tackling the 
underlying problems. Above 
all the communists are 
accused of cronyism and per- 
vasive corruption in handing 
out contracts and licences. 


B ut for millions of 
Poles life, although 
still grim in the bleak 
housing estates and rural 
backwaters, is more secure 
and more prosperous than 
four years ago. The economy 
has grown by 5-6 per cent 
annually over this period 
and average real incomes 
are up by 80 per cent, albeit 
from very low levels. 

It is with this knowledge 
that the SLD, an alliance of 
parties with their roots in 
the communist past, has 
been campaigning under the 


slogan: “A good today, a 
brighter tomorrow." 

It is the Polish version of 
“You've never had it bo 
good,” the slogan coined by 
the British Tory prime min- 
ister Harold Macmillan 
which helped British voters 
overtook the humiliation of 
the Suez debacle. The SLD is 
betting that a campaign call- 
ing on Poles to vote for more 
of the same without the risk 
of nasty surprises suits the 
national mood. 

But the consolidation of 
the anti-communist vote 
around the Akcja Wyborcza 
Solidamosc (AWS) means 
that reconflrmation of the 
SLD as the largest party 
would not necessarily mean 
that it would be able to form 
a new government. 

Another strong vote for it, 
however, would mean t h a t if 
the anti-communists foil to 
form a government, or form 
a shaky coalition unable to 
govern effectively, it will be 
the former communists who 
once again will be there to 
pick up the reins of power. 
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ITALY 


Ex-minister’s arrest nearer 


The Italian parliament yesterday tTOk J^^ e f n ^_ 
towards the possible arrest of Cesare Preym. farmer 
defence minis ter, on corruption charges. r*ji u»tmg that a 
senior judge in Milan should decide whether he is to be 

committed to triaL ^ 

After days of heated debate over the issue, the 
parliament decided that a Judge for preliminary 
Investigations in Milan should examine the papers 
relating to the case before further action could be taken. 

The allegations against Mr Previti are regarded ^as he 
most serious involving judicial corruption in tbepastjwar 
period. Mr Perviti, a former minister in the government of 
Silvio Berlusconi, the Foraa Italia leader is afleged to 
have bribed a group of judges in 1994 to the tone of Lfffon 
(S38m). . James Blitz. Rome 

m Italian industrial production grew by 3J5 per cent on a 
year-on-year basis in July, helped by the Impact of a 
government scheme which encourages people to trade in 

need cars for new ones. ... 

The government's statistical agency, Istat. reported that 
the unadjusted lwaaHne figure was partly the result of a 
1K3 per cent increase in production in the transport 
sector and a 9.6 per cent rise in rubber and plastics. 

Economists took the view that both sectoral figures 
reflected the continuing Impact of the scheme introduced 
in January this year which subsidises the purchase of 
new cars in exchange for old ones over a certain age. 

However, economists noted that sectors independent of 
car production had also gi own in the month, with wood 
and timber products growing 10.5 per cent. 

On a seasonally adjusted basis, the July figure 
represents a month-on-mooth rise of 0-1 per cent, below 
the comparable 0.4 per cent figure for June. James Blitz 


CHECHNYA 


‘No more public executions’ 


Future executions in Chechnya will not be in public, a 
senior Chechen minis ter said, two hours after a firing 
squad executed two men in front of thousands in the 
capital Grozny yesterday. 

"AH other death penalties which are imposed will be 
carried out in the same way as in any other country of 
the world which imposes the death penalty,” Movladi 
Udugov, first deputy prime minister, told Russia's Ekho 
Moskvy radio. He said Chechnya considered the death 
penalty necessary and effective. 

A firing squad put two men to death in the main square 
in the Chechen capital, Cfrozny, after an Islamic court 
imposed the sentence for the murder of a mother and her 
two children. Reuters, Moscow 


SWITZERLAND 


Stamp duty could go 


The Swiss government is under growing pressure to 
abolish stamp duty cm securities transactions. Kaspar 
vnbger, finance minister, met senior bankers and stock 
exchange officials this week and has ordered an urgent 
review to see how the government could compensate for 
the loss of income if the duty was abolished. 

Estim ates suggest Switzerland is likely to raise over 
SFrlbn ($675m) a year from the tax, though this has led to 
a loss of business to rival fmanrrifli centres. Switzerland's 
fund managers lost a lot of business to Luxembourg 
because the Swiss government foiled to respond quickly 
to the competition of rival financial centres. 

Speaking at the International Association of Financial 
| Executives Institutes in Interlaken, Mr Vlffiger said he 
was conscious that the country’s share of securities 
trading could face a similar fete if Switzerland did not act 
swiftly to counter the rival attractions afforded by the 
advent of European monetary union. Mr Villiger Is 
committed to ba l a ncing the Swiss budget by 2001 and 
would prefer to cut spending rather than raise 
I Stores. William Hall, Interlaken 


Government preparing radical restructuring plans for electronics and aerospace industry 


French defence circus ready for new season 


Aerospatiale, the 
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T he three-ring circus 
that the saga of 
French defence 
restructuring has become is 
poised to open for another 


Over the next few weeks, 
the government is expected 
to announce decisions that 
could pave the way for a rad- 
ical reshaping of the sector 
after the false starts of 
recent times and help to trig- 
ger a DS-style consolidation 
of the European defence 

industry. 

Announcements are 
awaited in three main areas: 

■ The future of Thom- 

son-CSF, the defence elec- 
tronics giant that the previ- 
ous centre-right 

administration tried in vain 
to privatise; 

■ The long-awaited merger 
between Aerospatiale and 
Dassault, the country's two 
aircraft manufacturers; 

■ The restructuring of Air- 
bus Industrie, the European 
consortium. 

On Thomson-CSF, it is 
now widely expected that 
the government will seek to 
form a national “pole" of 
electronics specialists 
around the company, proba- 
bly as a first step towards a 


Europe-wide rationalisation. 
One way of achieving this 
would be for other groups to 
inject electronics assets into 
Thomson in return for an 
interest in the company in 
the form of new Tham- 
son-CSF shares. 

Ministers have Indicated 
that they are prepared to see 
the state's current 58 per 
cent stake in the group drop 
to below 50 per cent, 
although they would wish to 
maintain a decisive interest 
- interpreted by some 
observers as about 40 per 
cent 

A new chairman will, in 
any case, need to be found 
by the end of January, when 
Marcel Roulet, the present 
incumbent, reaches the 
retirement age of 65. 

There have also been sug- 
gestions that this form of 
operation could be value- 
destroying for current Thom- 
son-CSF shareholders and 
may expose the government 
to lawsuits. 

Possible participants in 
this sort of restructuring 
would clearly include 
Alcatel Alsthom and Lagar- 
dfcre, the rival bidders in the 
previous government's 
attempts to privatise the 


The French government’s 
interest in the Thomson-CSF 
defence electronics group 
was likely to drop below 50 
per cent under the restruct- 
uring currently envisaged, 
Alain Richard, defence min- 
ister, confirmed yesterday, 
David Owen reports. 

Mr Richard told Europe 1 
radio that the government's 
priority was “to be able to 
propose to other industrial 
groups, which could be part- 
ners of Thomson, the forma- 
tion of an affiance". 


“If we want Thomson to 
expand significantly, which 
Is oar ambition... the state 
wifi be at less than 50 per 
cent”, compared with 58 per 
cent at present, he acknowl- 
edged- The state would, 
however, remain a large 
shareholder, “linked with 
the other main shareholders 
by an agreement”. He said 
the state would not “have 
sold a single share” and 
would remain a decisive ele- 
ment in the company’s 
fbture. 


company. In addition. 
Sagem, another electronics 
specialist, recently said it 
was studying “the modali- 
ties" of a possible merger 
with Thomson-CSF. 

The pace of developments 
is also picking up on Airbus, 
with industry observers- 
believing France is prepar- 
ing to M its objections to 
the restructuring of the con- 
sortium and to allow It to 
take responsibility • for 
French aircraft factories. 

The four Airbus partners - 
Aerospatiale, Daimler-Benz- 
Aerospace (Dasa) of Ger- 
many, British Aerospace of 
the UK and Casa of Spain - 


agreed earlier this year to 
turn Airbus into a profit- 
making company which 
would allow it .to make deci- 
sions more quickly and 
improve service. 

They believe the restruc- 
tured Airbus could form the 
basis for a united European 
aerospace and defence indus- 
try, capable of confronting 
-the competitive challenge 
posed by Boeing, which 
recently took over McDon- 
nell Douglas to become, the 
world's biggest aerospace 
and defence company. 

Dasa and BAe have argued 
it is essential for Airbus 
management in Toulouse to 


take control of all manufac- 
turing facilities, but Aeros- 
patiale has resisted the idea. 

Aerospatiale acknowl- 
edges, however, that negotia- 
tions are “advancing well - 
much more quickly than we 
expected”. It talks in terms 
of a “turbo being placed in 
the Airbus engine" as a 
result of the US consolida- 
tion which has increased 
acceptance that Europe must 
move quickly. 

Prospects look less promis- 
ing for the planned merger 
of Aerospatiale with Das- 
sault Aviation which was 
first announced in 1996 by 
President Jacques Chirac as 
part of his strategy to 
restructure the French 
defence industry. 

Industry executives 
believe the new Socialist-led 
government has concluded 
that Serge Dassault, Das- 
sault’s head, is unlikely to 
be persuaded to proceed 
with a merger in short order 
now that ministers have 
apparently decided against 
privatising Aerospatiale. 

Instead, they think, the 
government may transfer Its 
46 per cent stake in Dassault 
Aviation to Aerospatiale. 

While such a deadlock 


may delay any expansion by 
Airbus from the civil into 
the military aviation sphere, 
observers think it could, con- 
versely, make it easier for 
the partners to reach agree- 
ment cm the restructuring 
itself. 

Whether the government’s 
restructuring plans win, in 
time, also incorporate a 
move towards vertical inte- 
gration, Unking the Thom- 
son-CSF defence electronics 
“pole" to platform-makers 
such as Aerospatiale and 
Dassault remains a matter 
for conjecture. 

It is a prospect, however, 
which the parliamentary 
report already referred to 
considers with evident 
approval 

“In France," it says, “no 
solution envisaging separate 
defence electronics and aero- 
nautical sectors would allow 
the creation of companies 
with annual turnover of 
more than FFrSOhn-FFrTObn 
($&4bn-$11.7hn). The merger 
of Thomson-CSF, Aerospa- 
tiale and Dassault would 
-enable us to give a real 
financial foundation to our 
defence industry,” 


which returned to profit in 
1996, yesterday reported its 
first half net income more 
than doubled to FFr608m 
($l02m), up from FFr273m a 
year ago, David Owen 
reports. 

The latest figure included 
exceptional income of 
FFrl68m primarily from 
capital gains on the salt* of 
equity investments. 
Operating income jumped 
from just FFrLm in the first 
half of 1996 to FFr37lm, as 
the company reaped the 
benefits of its cost reduction 
programme. 

Consolidated sales were 
ahead 11 A per cent from 
FFr23. ibn to FFr25 ^bn. 

This figure comprised a 
strong advance in the 
aircraft division, a nwaiiw 

improvement from 

helicopters and a 19 per cent 
decline in space and defence 
where “certain billings” are 
being delayed to the second 

half of the year. 

Yves Mlchot, chairman, 
said the results reflected a 


David Owen 


balandng the product 
portfolio. But he argued 
that the European aerospace 
industry would need to 
consolidate to achieve 
lasting competitiveness 
a g ainst its US counte rpart . 
Alcatel results. Page 20 
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Tension" grows over Hungarian ethnic minority 


Swiss franc set to draw 


Budapest hits at Slovaks 


By Anatol Lisven 

Tbe Hungarian foreign 
ministry lashed out at Slo- 
vakia yesterday in another 
Sign of sharply ■worsening 
relations between the two 
countries over Slovakia's 
treatment of its Hungarian 
ethnic minority. • 

The Hungarian letter, 
handed to the Slovak ambas- 
sador in Budapest, described 
as “untrue and absurd" alle- 
gations in a Slovak official 
statement on Wednesday 
that Hungary had launched 
a hostile publicity campaign 
against Slovakia. 

The Slovak foreign minis- 
ter, Zdenka Kramplova, has 
cancelled a visit to Hungary, 
planned for tomorrow and 
intended to move forward 
the implementation of a 
basic treaty between the two 
countries. 

The Slovak government 
has demanded a Hungarian 
apology for what it called 
"distortion and misinterpre- 
tation" of Slovak proposals 


far voluntary ethnic popula- 
tion exchanges at a summit 
between Gyula Horn. Hunga- 
ry’s prime mini ster, and 
Vladimir Meciar, his Slovak 
counterpart, on August 15. 

At the summit, Mr Meciar 
■appeared to make an impor- 
tant concession when he 
dropped his previous refusal 
to allow representatives of 
the large Hungarian minor- 
ity in Slovakia to sit on joint 
committees to oversee the 
implementation of clauses of 
tbe basic treaty dealing with 
their rights, an issue which 
had repeatedly prevented 
agreement 

Three weeks later however 
Mr Meciar revealed to a rally 
of his party supporters that 
at the summit he had put 
forward to Mr Horn propos- 
als for assisted voluntary 
repatriation of members of 
the Hungarian minority and 
of Slovaks in Hungary. Mr 
Horn then confirmed that 
this was so. adding that he 
had refused to discuss the 
proposal, which he described 


as "a disgrace to the two 
peoples and the two 
nations". 

He said he had told Mr 
Meciar that "the idea 
brought up very tragic his- 
torical memories, and should 
be forgotten". 

Western diplomats say the 
fact that the Hungarian side 
did not make this proposal 
public immediately is evi- 
dence of a genuine desire not 
to worsen relations. The 
publication of Mr Meciar’s 
remarks led to a public out- 
cry in Hungary, with Mr 
Horn’s government accused 
by the parliamentary opposi- 
tion and part of the press of 
having shown weakness in 
not publishing and denounc- 
ing the repatriation pro- 
posal 

With Hungarian general 
elections due in eight 
months, this is not criticism 
that the government can 
afford to Ignore. 

According to a senior 
western diplomat In Buda- 
pest. "We are puzzled about 


Meciar’s motives, but we 
suspect that he may have 
created this storm deliber- 
ately so as to be able to 
avoid Implementing the 
basic treaty. After all, he Is 
facing election soon, and 
there are no votes for him in 
making the treaty work. His 
constituency is already 
deter min ed, and it is only 
interested in a hard national- 
ist line towards Hungary." 

New tension between the 
two countries may arise nest 
week if the International 
Court at The Hague finally 
rules on the dispute between 
Slovakia and Hungary over 
the Gabdkovo dam on the 
Danube. Hungary pulled out 
of the 1977 agreement to 
build the dam in 1992, alleg- 
ing environmental damage 
and loss of Hungarian terri- 
tory- Although both sides 
agreed to refer the resulting 
dispute to The Hague, few 
observers believe that 
whichever side loses the 
case will accept the court’s 
judgement. 


investments under Emu 


By William Hall in Interlaken 

The Swiss National Bank 
expects foreign investment 
inflows into Swiss franc 
assets to increase substan- 
tially as a result of European 
Monetary Union, irrespec- 
tive of whether the euro is a 
strong or weak currency 
this could seriously damage 
the Swiss economy. 

Until now the conven- 
tional wisdom has been that 
the franc would attract spec- 
ulative inflows from neigh- 
bouring European countries 
if the euro was perceived as 
a weak currency. However, 
Bruno Gehrig, a member of 
the SNB’s governing board, 
said an analysis by SNB 
economists concluded that 
European and overseas 
investors would increase 
their share of Swiss franc 
assets. 

This shift in investment 
portfolios, if combined with 
speculative outflows from a 
weak euro, could lead to a 
“massive Investment" in the 
Swiss franc which would 


lead to upward pressure in 
the short term which would 
far exceed levels justified by 
by current account sur- 
pluses, productivity and 
inflation differentials. 

Prof Gehrig, addressing a 
meeting of financial execu- 
tives in Interlaken, said the 
Swiss franc has always had 
a disproportionate signifi- 
cance as an investment cur- 
rency and he expected it to 
increase as investors needed 
to diversify their currency 
portfolios' outside the Euro. 

The Swiss economy, which 
has been Europe's weakest 
is just starting to emerge 
from nearly seven years of 
stagnation and SNB is wor- 
ried that a sudden apprecia- 
tion of the Swiss franc could 
snuff out the long overdue 
recovery. 

“We take the threat very 
seriously that long- las ting 
upward pressure on our cur- 
rency may seriously damage 
economic activity," said Prof 
Gehrig. Switzerland has tra- 
ditionally had lower interest 
rates than its neighbours 


Aryl a widening of the inter- 
est rate differential was the 
only corrective mechanism 
against sudden inflows. 
However, Prof Gehrig Indi- 
cated that this would not be 
sufficient to prevent any 
excessive short-term appreci- 
ation of the franc. 

Prof Gehrig also forecast 
that the volume of Swiss 
franc/euro foreign exchange 
trading would probably 
become much larger than 
the sum of existing trading 
between the franc and the 
currencies which will be 
merged into the euro. Only l 
per cent of the world’s for- 
eign exchange reserves are 
now held in Swiss francs and 
any expansion is limited by 
the relatively modest liquid- 
ity of the Swiss government 
debt market. 

"Should a liquid repo mar- 
ket emerge in Switzerland in 
the medium term as envis- 
aged by the banks and our- 
selves, the Swiss franc may 
well become a reserve cur- 
rency of growing impor- 
tance.” 


Investors to sue France over bar on lake resort plan 


By Andrew Jack in Paris 

A group of international 
investors is preparing to sue 
the French state for FFrtSOm 
<$74m) in the European court 
of human rights after the 
government revoked 
approval for an ambitious 
property development on the 
shore of Lake Geneva. 

SGI, a Luxembourg-based 
property company, is shortly 
to file a petition to tbe court 
in Strasbourg, claiming dam- 
ages for withdrawing plan- 


ning permission for the proj- 
ect and for lack of due pro- 
cess in administrative and 
legal proceedings. 

The action is the latest in 
a long feud between the 
state and SGI's subsidiary 
SAPL, set up to develop a 
purpose-built marina, golf 
course and village called 
Port L6man on the French 
side of Lake Geneva. 

The saga highlights allega- 
tions of political manipula- 
tion by the French state, ten- 
sions between different 


levels of national and local 
government, and weaknesses 
in a 1986 coastline protection 
and development law. 

Francois Tamaud, bead of 
SAPL, said: "It is impossible 
to do business in this coun- 
try. Our case has been very 
unprofessionally handled by 
the French state. At every 
step, representatives of the 
state have avoided taking 
any responsibility." 

SATST, another property 
company backed by Middle 
Eastern investors, won plan- 


ning approval from the state 
and local authorities for the 
project during the 1980s, and 
acquired nearly 64,000 
square metres of land to 
begin work. 

After running into finan- 
cial difficulties, it sold the 
land with planning permis- 
sion to SAPL for FFr76m in 
1989. The local council and 
the prefect, the state's local 
representative, approved the 
project after some modifica- 
tions in 1992. 

However, the prefect 


changed his view, arguing 
later the same year that the 
project contravened the 1986 
coastline law. His view was 
upheld by the Grenoble 
administrative court, and 
the appeals court In Lyons. 

SAPL sought compensa- 
tion of FFr400m - including 
FFr200m spent on the proj- 
ect and a similar sum to 
cover lost interest - in 1993 
in Grenoble, but the courts 
are refusing to consider its 
request until a final appeal 
against tbe prefect's decision 


has been reached by the 
Conseil d’Etat, the highest 
tribunal, in Paris. 

Meanwhile, the company 
maims to have been subject 
to intimidation by the state 
in an effort to force it into 
bankruptcy so no compensa- 
tion would be necessary. 
There have been demands 
for tax payments, and tbe 
launch of a detailed tax 
investigation into SAPL's 
activities. 

In a bizarre twist, the state 
argues in its defence that the 


local authority should be 
held responsible for paying 
any damages, even though it 
was in favour of the project, 
which would have generated 
ISO jobs and considerable tax 
revenue. The local authority, 
in turn, blames the state and 
the prefect. 

SGI is now stepping up 
pressure in its search for 
compensation through diplo- 
matic contacts and using 
politicians to put pressure 
on France's justice minister 
to resolve the conflict 


Spinetta 
named to 
head Air 
France 

By David Owen in Paris 

The French government 
yesterday acted to remove 
uncertainty over Christian 
Blanc's replacement at the 
bead of Air France, saying it 
would propose Jean-Cyril 
Spinetta, former chairman 
of Air Inter, as the national 
carrier’s new chairman. 

The move ended an 
embarrassing hiatus of 
nearly two weeks since Mr 
Blanc in effect resigned 
after it became clear the 
government would not con- 
sent to a majority of the 
company’s capital passing 
Into private hands. 

Since then, a long list of 
managers has been 
suggested as possible 
replacements for the 
straight- talking Mr Blanc. 
At one point these included 
Marc Rochet, bead of Air 
Liberte-TAT, one of Air 
France’s domestic rivals, 
controlled by British Air- 
ways. 

Yesterday’s announce- 
ment came in a terse, one- 
sentence announcement 
from the prime minister’s 
office. Ms Catherine Trant- 
mann, the government’s 
official spokeswoman, said 
Mr Spinetta, 53, had been 
chosen because of his “com- 
petence, his availability and 
his capacity to pick up tbe 
baton”. 

Ms Trautmaxm said Mr 
Spinetta 's role would be to 
"manage this group in the 
best way possible”. 

“His task is evidently a 
difficult one and everyone is 
well aware of that,” she 
said. 

Observer. Page 13 
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Turkey opts for softer 
line on joining EU 

John Barham reports on a significant shift in 
strategy towards improving human rights 


M 


esut Yilmaz, Tur- 
key’s prime minis- 
ter, has signalled 
important shift in strat- 
jy towards Europe by aban- 
cming ■ Ankara's counter- 
roductive demands for 
omediate European Union 
lembership in favour of a 
ore gradual approach. 

He said Europe bad 
?come fed up with Turkey 
shaving a ‘'like a whining 
nld". Speaking to Turkish 
edia last week, be accepted 
lat while Turkey did not 
irrently fulfil criteria for 
lembership, “We know our 
lortcomtngs and we are 
rta nnln ed to solve them." 
Mr Yilmaz indicated that 
urkey would start by 
aproving its human rights 
•cord and strengthening 
‘mocratic procedures. Pre- 
ous governments lost cred- 
iitty in Europe by making 
milar promises but often 
fl i n g to fulfil them. This 
me, Mr Yilmaz says he will 
>t out a road map for 
form, allowing interna- 
onai opinion to measure 



Yilmaz: Europe Ted up’ 

-EU exports toTuikey {Sbrif ’ • ; 

25 S — ■ v r— 


U a concession to fears in 
[■ many that Turkey’s vast 
erve army of unemployed 
uld overwhelm European 
our markets if Turkey 
aed the Union, Mr Yil maz 
d be would accept limits 
Turkish workers’ right, to 
s circulation in the EU. 
many is already host to 
5m Turkish “guest work- 

le said he would like to 
taden the customs union 
ween Turkey and the EU 
it came into effect in 1996, 
creating new areas of 
operation with tbe Union. 
Chough he has not 
ilained in detail what he 
i in mind, diplomats wel- 
ne his proposal as a 
mge from earlier beliiger- 
; rhetoric on the customs 
ion. , 

a July, Bfilent Ecevit, Mr 
maz's leftwing deputy 
me minis ter and a nub- 
t nationalist, threatened 
renegotiate the customs 
ion in retaliation far the 
ropean Commission's 
ommendation that Tur- 
f not join the next 
argument round. He also 
med the customs union 
widening Turkey’s trade 
Icit with the EU. 

Ir Yilmaz himself com- 
ined earlier this month 
it “because the fEuro- 
n] Union did not fulfil its 
ponsibilities, our customs 
on agreement feces sen- 
s problems"'. Vetoes by 
>ece and opposition in the 
ropean Parliament by 
nan rights campaigners 
re blocked EU aid. An 
looted surge in Inward 
po tmen r has not material- 
i, mainly because.of mfla- , 
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tion and political instability 
In Turkey. 

Still, the customs onion 
has boosted trade and the 
deficit has begun to narrow 
as Turkish exporters 
increase their share of Euro- 
pean markets. The deficit 
grew because companies 
imp orted more machinery, 
which is now on stream, 
increasing Turkey’s export 
capacity. 

However, most Turks con- 
sider themselves Europeans. 
They, see customs union as a 
poor substitute for EU mem- 
bership and resent repeated 
rejection by the EU. Ankara 
claims its 1963 association 
agreement with the then 
European Economic Commu- 
nity would lead automati- 
cally to customs onion and 
then membership. Yet the 
Commission has twice 
rejected Turkish member- 
ship applications. 

Cem Duna, the diplomat 
who led Turkey's team nego- 
tiating the customs union, 
commented that the strength 


of Mr Ylimaz’s new strategy 
was that by gradually adopt- 
ing EU economic, political 
and regulatory standards, 
Turkey would attain *‘de 
facto membership" which it 
would then easily convert 
into "de jure membership”. 

European officials are 
relieved Mr Yilmaz has 
abandoned Turkey’s unreal- 
istic ambition of immediate 
membership. Tansu Ciller, 
foreign minister in the previ- 
ous Islamist-led coalition, 
lost credibility with broken 
promises on human rights 
reform. Her threat to veto 
Nato expansion if Turkey 
was not included in the next 
enlargement wave raised 
tension with Europe. 

There are limits to Mr Yfl- 
maz's strategy. His weak 
coalition government is not 
expected to achieve substan- 
tial economic or political 
reform. Mr Yilmaz promises 
to hold general elections 
next year and he may not be 
returned to power. 

Furthermore, he has his 
hands tied on two important 

S ecurity hardliners have 
consistently blocked 
attempts by govern- 
ments to lift restrictions on 
Turkey’s Kurdish minority. 
Security forces are fighting 
separatist guerrillas in the 
Kurdish south-east, where 
human rights campaigners 
say violations are common- 
place. 

Over 150 prisoners of con- 
science languish is jail for 
opposing the conflict 
Mr Yilmaz has indicated 
his willingness to negotiate 
a settlement over territorial 
waters in the Aegean Sea 
with Greece, but has made 
little progress because of 
Greek hostility and the 
establishment’s aversion to 
making concessions to 
Athens. 

EU officials hope he will 
support reunification of 
Cyprus, helping its bid for 
EU membership. But there is 
a powerful national consen- 
sus on maintaining the' Sta- 
tus quo in Cyprus, divided 
since Turkey invaded in 
1974. Turkey threatens to 
use force to prevent the 
Greek Cypriot government 
deploying Russian S-S00 mis- 
siles. Mr Yilmaz said: 
“People who think we are 
bluffing are making a mis- 
take." 

Mr Yilmaz and Mr Ecevit 
plan to visit each EU capital 
before December’s Luxem- 
bourg summit to win sup- 
port for his new strategy. At 
the end of tbe month, Mr 
Yilmaz will visit Germany, a 
country Ankara sees as the 
most powerful EU member - 
and the country most hostile 
to its European ambitions. 
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NEWS: WORLD TRADE 


EU challenge 
to S Korea 


Hopes high for financial services pact 


spirits tax 


Ely Non Buckley in Brussels 

The European Union is 
challenging South Korea's 
liquor tax laws, which 
favour the local soju spirit, 
with a formal challenge at 
the World Trade Organisa- 
tion. 

The complaint, to he 
tabled at a meeting of the 
WTO’s dispute settlement 
body on September 25. fol- 
lows last year's successful 
challenge to Japan’s liquor 
taxes through the Geneva- 
based trade body. 

The European Commission 
will argue that Korean taxes 
on spirits - which are 
largely imported - are far 
higher than those for domes- 
tically produced soju, repre- 
senting an unfair barrier to 
EU exports to an EcuSbn 
($5.5bn) market 

Liquor taxes are almost 
100 per cent on whisky and 
brand)', and 80 per cent for 
white spirits such as vodka, 
rum and gin. but only 35 per 
cent on soju. Korea also 
levies a so-called “educa- 
tion" tax of 30 per cent on 
most spirits, but 10 per cent 
onsajtL 

Brussels officials said the 
EU had warned several 
times during the WTO case 
on Japanese liquor taxes 
that the “clock was ticking” 
for Korea. 

They acknowledged that 
Korea had reduced the gap 
between taxes on soju and 
other spirits since 1993, but 
the difference remained "sig- 


nificant". Two rounds of 
talks between the two sides, 
and a meeting organised 
through the WTO this year 
had failed to resolve the 
issue. 

Sir Leon Brittan, EU trade 
commissioner, said the deci- 
sion to seek a WTO ruling 
reflected the Eli's determina- 
tion to use the trade body to 
open markets that discrimi- 
nated .against European 
goods. 

The Scotch Whisky Associ- 
ation welcomed the EU 
move. South Korea is the 
fourth biggest export market 
for Scotch whisky - just 
ahead of Japan. 

The WTO last year upheld 
a similar complaint from the 
US, EU and Canada that Jap- 
anese taxes discriminated 
against imported spirits, 
which faced rates as much 
as seven times higher than 
rates on shochu. an indige- 
nous potato-based spirit. 

Japan has agreed to 
reduce taxes on other spirits , 
by 58 per cent from next 
month, and raise the tax on . 
shochu by between 1.6 and i 
2.4 times over a period of 
five years. j 

Commission officials are 
putting pressure on Chile to 
change similar spirits rules, 
and threatening a WTO com- 
plaint 

The EU is also requesting 
WTO panels on India's 
patent protection for phar- 
maceuticals and Argentina's 
duties on clothing, textiles 
and Footwear. 


By Frances Wflgams 
in Geneva 

World Trade Organisation 
negotiators said yesterday 
they remained hopeful of a 
deal to open world financial 
markets to foreign competi- 
tion by the deadline of mid- 
December. despite the 
impact of currency turmoil 
in east Asia. 

Speaking after a meeting 
of financial services negotia- 
tors in Geneva, trade offi- 
cials said the Asian nations 
involved remained commit- 
ted to the WTO talks and to 
presenting market-opening 


offers. However, the cur- 
rency crisis had inevitably 
slowed the process because 
policymakers were preoccu- 
pied with measures to 
restore financial stability. 

In what is seen as an 
encouraging sign, Singapore 
this week joined 32 other 
countries (including the .15 
members of the European 
Union) in presenting pro- 
posals for improved foreign 
access to its banking, insur- 
ance and securities sectors. 
Other members of the Asso- 
ciation of South-East Aslan 
Nations are said to be “work- 
ing hard on their offers". 


The US, EU and Japan 
have repeatedly stressed 
that better market access 
offers from the more 
advanced developing coun- 
tries in east Asia are essen- 
tial for a successful conclu- 
sion to the talks on 
December 12. 

Washington refused to join 
an Interim pact in 1995 
because offers from this 
region and Latin America 
were judged to be inade- 
quate. 

However, US officials were 
at pains yesterday to empha- 
sise their willingness to be 
flexible and “creative” in 


Music industry sounds 
tough note on piracy 


By AHce Rawsthom 

The music industry is 
launching a new interna- 
tional anti-piracy pro- 
gramme to try to curb a 
steep increase in sales of 
counterfeited compact discs 
and cassettes. 

Nic Garnett, chief execu- 
tive of the International Fed- 
eration o f the Phonographic 
Industry (IFPI), which repre- 
sents the world's record 
companies, said the industry 
was experiencing an explo- 
sion in piracy, which had 
become “a S5bn problem” 
requiring radical action. 

Piracy has long been 
a threat to the music 
industry, but the situ- 
ation has worsened rec- 
ently, largely because of 
a sharp rise In prod- 
uction of counterfeited CDs. 
the most profitable products 


for record companies. 

Figures released yesterday 
by the 1FPI show that global 
sales of pirated CDs and cas- 
settes rose above $5bn for 
the first time last year, an 
increase of 6 per cent over 
1995. Mr Garnett said this 
was roughly equivalent to 
the value of legitimate sales 
in Germany, and suggests 
that one in every three 
recordings purchased world- 
wide is pirated. 

The increase is even more 
dramatic in the CD sector, 
following a sharp reduction 
in the cost of CD production 
equipment and a resulting 
increase in surplus manufac- 
turing capacity. Sales of ille- 
gal CDs rose by 20 per cent 
last year to 350m units, or 14 
per cent of the market 

Mr Garnett said the IFPI 
was also concerned by evi- 
dence that music pirates 


their approach to financial 
services liberalisation, 
including phased commit- 
ments by poorer nations. 
They also pledged not make 
more demands an countries 
in the talks beyond those 
already tabled. 

In addition, US and other 
negotiators stressed that 
WTO rules already allow 
countries to take measures 
to safeguard the stability of 
the financial system, and 
said the market opening 
moves being discussed in the 
WTO would not make that 
task more difficult. 

Officials point out that the 


WTO negotiations concern 
non-discriminatory marker 

access for foreign firms ana 
explicitly do not cover mone- 
tary or exchange rate policy 
or control of capital 0°**- 
“You can allow foreign 
banks to do business hut 
still have exchange con; 
trols,” said one official 
closely involved in the 
talks. . , 

Discussions are expecteo 
to continue over the next 
two weeks in other forums 
including the International 
Monetary Fund/World Bank 
annual meeting in Hong 
Kong next week. 




were increasingly operating 
on an international scale, 
rather than within particu- 
lar countries, and by their 
growing links to organised 
crime. 

The IFPI has appointed 
Iain Grant, former head of 
the Hong Kong police’s anti- 
narcotics unit, in the newly 
created role of head of 
enforcement He is now fin- 
alising pi™* to the 

lFPI’s network of regional 
anti-piracy units, and to set 
up a new system to crack 
down on international piracy 
rings. 

Mr Grant said he was “still 
assessing the situation", but 
he envisaged establishing 
additional anti-piracy units 
in eastern Europe, south- 
east Asia and Latin America. 

He also hopes to establish 
a team at the IFPTs London 
headquarters to concentrate 










on curbing international 
piracy operations. This team 
will initiate its own investi- 
gations and liaise with other 
music industry organisa- 
tions, such as the Recording 
Industry Association of 
America (RIAA), and similar 
bodies in related industries, 
such as the Motion Picture 


Association of America. 

The IFPI plans to increase 
its efforts to identify and 
clnap down the manufactur- 
ers of unauthorised record- 
ings, as well as the compa- 
nies which supply them with 
production equipment and 
raw materials, such as poly- 
carbonate. 


EU vets’ BSE ruling is blow to US drug exporters 


By Michael Smith 
in Brussels 

Veterinary experts have 
dealt a blow to US hopes of 
avoiding a European Union 
ban on imports of products 
made from cattle in the 
pharmaceuticals and cosmet- 
ics industries- 
The experts decided that 
they cannot guarantee that 


cattle from the US are free of 
the BSE “mad cow” disease 
even though there hag never 
been a case of BSE in a 
bovine animal there. 

Their judgment makes it 
virtually impossible for the 
EU to exempt the US from a 
ban on imports of products 
made from cattle parts con- 
sidered potential carriers of 
the disease. The E(J ban 


comes into force in January. 

Industry groups have 
warned that the rules, 
agreed in July, could cause 
chaos, since cattle deriva- 
tives are used in a range of 
pharmaceuticals as weU as 
in cosmetics and products 
including lubricants, tyres, 
packaging and printing ink. 

The US has threatened to 
refer the case to the World 


Trade Organisation. It was 
provided with some relief 
last week when another EU 
scientific committee 
suggested that imports of 
tallow, one of the beef deriv- 
atives, could be allowed if 
manufactured under certain 
conditions. However, the 
EU is still attempting 
to clarify that committee's 
recommendations and the 


outcome is uncertain. 

Charlene Barshefeky, the 
US bade representative, has 
told the EU that Washington 
is deeply concerned about 
ffie effects of the proposed 
ban and urged it to ensure 
that any measures are scien- 
tifically justified. . 

In a letter to Sir Leon Brit- 
tan, EU trade commissioner, 
she said that the US 


exceeded international 
guidelines for freedom from 
BSE. She warned that the 
problems were not limited to 
tallow awd that many medi- 
cines contained gelatin and 
biotechnology fermentation 
products which the EU also 
proposes to ban. 

A meeting of the ElTs Sci- 
entific Veterinary Commit- 
tee this week acknowledged 


that there was no scientific 
evidence of BSE among US 
cattle. However, its members 
derided that there were sev- 
eral risk factors including 
those from feeding cattle 
with meat and bone meaL 
The risks were estimated to 
be low but would not be 
quantifiable for another five 
years. 

Hope for UK beef, Page 9 


Brussels 
divided 
over fax 
duties 

By Nell Buckley in Brussels 

European Union trade 
officials were split yesterday 
over recommendations to 
impose provisional anti- 
dumping duties on personal 
fax machines from Japan 
and six other Asian coun- 
tries. . , 

The duties, proposed by 
the European Commission, 
are understood to range 
from 6 per cent to about 45 
per cent for producers which 
co-operated with the Com- 
aussion's nine-month inves- 
tigation of the case, with 
many in the 20-30 per cent 
range. However, one pro- 
ducer which failed to 
co-operate could face duties 
of 89 per cent. 

The unusually wlae-rang- 
ing investigation by the EC’s 
Brussels-based executive has 
backed a complaint by Phil- 
ips of the Netherlands that 
Asian producers were 
importing at below-cost 
prices into the EU. Brussels 
can impose provisional 
duties for six months with- 
out formal approval from EU 
minis ters, but must consult 
an advisory committee of 
member states’ representa- 
tives. 

An advisory committee 
meeting yesterday was 
divided over the proposed 
fax duties, though officials 
said much of the discussion 
focused on the precise defini- 
tion of personal machines, 
and whether they should be 
classified by weight, size or 
function. 

Phili ps' original complaint 
related to faxes weighing 
less than 5kg. but some EU 
states fear confusion over 
whether office machines 
could also be affected unless 
definitions are clear. 

Committee members 
agreed to give detailed views 
in writing by September 28. 
and will reconvene on Octo- 
ber 2 for further discussions. 

They will also return to 
proposed duties on steel 
seamless pipes and tubes 
from Russia, Poland, Hun- 
gary, Romania, the Czech 
Republic and Slovakia. 


CONTRACTS &TENDERS 


BUSINESSES FOR SALE 


FIDIA S.p-A. 

in Amniinhznxaane Straordinaria 


FEDIA RESEARCH SUD SLpJL 

in Amnrinaanzione Straordinaria 


NOTICE OF SALE 


The Commissioaer for Fidia S.j>A and Fidia Research Sud S^A. hereby announces 
that, in compliance with the guidelines issued by the Italian Ministry of Industry, the 
following items are to be placed on sale: 

LOTA: 

1) Fidia S.pA‘s assets, comprising real and personal property, intangibles, 
participations, authorizations for the manufacture and marketing of health products, 
labour agreements, aU contracts executed in relation to company business, inventories. 
Fidia S.pA. is a company specializing in drugs in the Geld of the neurosdences, and in 
hyaluronic-arid-based products for use in osteoarthritis, in ophthalmology and in tissue 
repair; ' 

2) Fidia Research Sud S.pA'5 assets, comprising real and personal property, 
participations, labour agreements, aQ contracts executed in relation [to company business, 
inventories. Fidia Research Sud S.p_A. is a company specializing in the development of 
enzymes by ferme&tation processes. 

The base price of lot A is 88,000,000,000 Italian Lire, plus the value of the inventories. 
LOT ft 

Fidia S.pA.s participation in Bioiberica S A. in Barcelona (Spain), comprising 50,000 
shares with a face value per share of 5,000 Spanish pesetas, equal to 50 percent of the 
issued share capital, for an overall face value of 250,000,000 Spanish pesetas. 

The base price of lot B is 12,000,000,000 Italian Lire. 

PROCEDURE: 

The sale of the two lots win be conducted in accordance with the sale protocol set down 
in writing and deposited on 9th September, 1997 at the offices of Notary Public Dr. 
Fulvio Vaudano, Via ftfenno 3, 35137 Padua, Italy, teL + 39 49 663988. Copies of this 
document can be obtained by applying to the said Notary Public, or to the Oxnmissoner 
at the headquarters of Fidia S.p-A. in Arministnudone Straordinaria, , Via Ponte deOa 
Fabbrica 3/A, 35031 Abano Terme, Padua, Italy, tel: +39 49 8232770. Requests for 
further information, permission to examine documentation or to visit premises (land, 
b uddings, equipment etc.) should also be made to the Commissioner. 

Final purchase offers must be written either in English or Italian, placed in a sealed 
envelope, and most reach the offices of Notary Public Dr. Fulvio Vaudano by 12 noon of 
9th January, 1998, according to the procedure estab l ished in the sale protocol 

The Commissioner 
Prof. Riccardo Gallo 


BUSINESSES FOR SALE 


Restaurant Development 

Opportunity 

ThnUoabanmU 1 SS am Rostmmant 
Do\vkxrtKintkiamofBiqianrfs 
gnMo&CJbas. 

CiMajorttyShaBhaWnBAvaiabie 
□ Stunning Lxaton 
3 FuBy Dostaood and Specified 
j □ Afl Pemua 3 ttra Granttd 
OWeS Rweorehed/Uroque Propas&tan 

Onty genuine enquftws tram financially 
sound onjanoattore please. Rjfl 
prospectus ondtoedSpencsavaiabie. 

Enqunesta: 

HeB«WBrthaCaUd, 

Trt 01404 051039 Far 01404 BS1018 
tnnai: & 6 nnkfantS*wgmsiet 


NICHE TRAVEL 
TRADE MAGAZINE 

EsL 14 yrs, successful, profitable, 

run from home. 

I Calais Qqx B5457. Financial Times, 
One Sotuhwartt Bridge. 

London SEl 9HL 


CABARET CLUB 
GRAN CANARIA 
SPAIN 

400 covers. 700KLO., 
leasehold, 10QK net profit 
p.a. outstanding potential 
E265K. 

Tel: 00 34 23 56 14 11 


* LEGAL 
NOTICES 

THE INSOLVENCY ACT LW 
NOTICE OF ABMIMSTBATION 


Name uf - Pro* ma 

AtluiiunA JOuri Older Made * i 
bet?/ 

David Nobel 


To Advertise Your 

Legal 

Notices 

Please contact 
Melanie Miles on 
Tel: +44 171 873 3349 
Fa*: j-44 171 S73 3064 


OLYMPIC AIRWAYS 
PURCHASING DEPARTMENT 

SUBJECT. INVITATION FOR BIDS/TENDER No. 970805 

SALE OF GROUND SUPPORT EQUIPMENT ' 

fULD CARRIERS AND SPARE PARTS) 

OLYMPIC AIRWAYS S.A. calls all i nterested ponies to submit their 
quotations for five (5) ULD CARRIERS, first registered in 1984, 
manufactured by KING & TAYLOR G.B. and sane (bl ea) SPARE . 
PARTS. 

Quotations should be sent in a scaled envelope not later than ' 
24.10.1997 to (he following address; 

OLYMPIC AIRWAYS 
, PURCHASING DEPARTMENT 
ATHENS WEST AIRPORT 
16604 HELUNKON 
GREECE 

TENDER No 970805 

(Pot details on invitation, terms and conditions, and any ad di tional 
information, please contact OLYMPIC AIRWAYS PURCHASING 
MANAGER MR V. PLATANIAS a 
London 0171 493 0585 or Fax 0171 493 0563) 



Azercril Telecom Lid- announces 
Tender for the establishment 
of “Voice maO and 
short message” system 

The material* of the Tender can be 
obtained after ihc written iwpaest and 
die payment Tor the paniripatxn in the 
amount at 2 TO) COO manat. 

Tender participant* nun give a 
guarantee front the respective hank for 
the "propoal guarantee" in the amount 
of 3.CTJ of the proposal total onwratL 
Arercefl with accept proposals within 
30 banking days. 

For further tn fo cjooon phase dooT 
hesitate » camel 
Arcrcdl Telecom Lad. 

Cone** ptwmr -OW- 1 2 -98 28 23(^a i 
Contact penon: Tayian Kirall 


LEGAL 


No. isWJTJ of IW 7 
IN THE HIGH COURT Of Jl'STJCE 
CHANCERY DIVISION 
COMPANIES COURT 

K THE MATTER Of 
KENWOOD APPLIANCES pic 

- and - 

IN THE MATTER OF THE 
COMPANIES ACT 1985 
NOTICE IS HEREBY GIVEN that ■ 
Petition <*» ptdcnrcd to Her Majesty's 
High Court o l Justice. Chancer) Dtvinm on 
2E0i August 1947 for fcc ccoTiirnjlioc of 
(he teewden of dare capital of the tfw»e 
mated Company b) ut.il ifjiii 
AND NOTICE ii further given duu the safd 
Petition ts directed fa he heard before the 
Judge of die Companies Conn at die Royal 
Courts of Justice. Stout London WQA 
3LL on Weteutoy die Ildi dav of October 
1997. 

Any Creditor or Shareholder of the utd 
OoDpmy itenrfe* so ofjxwr die making of 
k Order fa the uctfintmtaQ a S the same 
icducoor of slue cafaal should appear at 
die tine of the hearing in person t/t fey 
Counsel for tta impose. 

A espy of (be laid Hentm will be lintiMed 
to any penon requiring die same by the 
undermentioned Solicitors on payment of 
the Regulated Chatjt far the sane. 

Dated the IWhday of Sejwotber 1997 
CUFFORD CHANCE 

3)r AMcragiic Shot 
London ECI A 4JJ 
RefKO 

Sdmiora ki the Company 


li?3l 


Offr'co cf Tcleccrnmjnio-him 


LEONARD Cl HI IS 


■Y ORDER Of THE JCMNT ADMINtSTRATTVE RECEIVERS 
D. SWADEN FCA « C MACMfllAN FCA 
M THE MATTER OF 

J.G.W. HALL LTD (Nursing Home) 

• Often ore inv&ad far ibn assets & buMms of ihti Prtadg Nursing Home 
• CMji Regbhution for 3! buck • loadnd in Gumptoi, Monel iroJor 

• S*JW by fu&y Quafcfted turning rfaft 

• l\3<nnhai turnover of appro* £500,000 
Enquiries iboa/d bo oMwm k J to PM IXjfy 

Loonand Curtis & Partners, Oaarterwf Accountants 

Peter House, Oxford S«reet, Manchester Ml SAB 
W. 0161 236 1955 fm 0161 228 1929 


Engineering Co. 

Opportunity owing to retirement to acquire a profitable Midlands 
Engineering Company manufacturing parts for aQ industries but with 
niche position supplying the agricultural market. Modern Freehold/ 
Leasehold factory - stable workforce - trading in UK/EEC are) 
Rest of the World - capable of expansion. Price guide under £ 2 m. 
Bax No. BS442. Financial Times. 1 Southwark Bridge London SEl 9HL 
ref: JUG 


PUBLIC NOTICES 


PROPOSED MODIFICATIONS OF THE LICENCE 
OF BRITISH TELECOMMUNICATIONS (BT) 


-kC 


Specialised Surface 
Contractor 

EsufafeM ipKBiwd urtaee 
contactor opvaung predorrinanriy m 
die ou*fec» vm and learn moot. 
Key feature: 

■ wbraiftal matel tfure wnh amng 
8>™»th pnmpectt 

• emient reputation h industry 

• cemnly baled covering whole ol 
UK 

■ son* road and path nrbctng 

• turnover £ 4 rnc good operating 
pmBtt 

Write to Bm No B 5452 . RnivKBl 
Tenev Number One Sondmwfc Bridge, 
Irafcm SEl 9 H L 


1. The Director General of Tetecnmm u ruc ad ore (the "Director"). In 
accordance wtah section 12(2} of dm Tdeoommunkarions Aa IPSA (die 
“AcO. hwehjr gives notice that he proposes to make modul a t i ons to die 
Bcenos granted to British Tetoconmuniradoni ("ffP) on 22nd Juie 1984. 

2. Th* principal modfieadons vAiich the Dtiecmr proposes rsnttka are 
the substitution of a new Condition. “Pubflc Cafl Box Services", far the 
existing condaon 1 1 and the insertion of a new Condition. “Residential 
limtaed Sendee Scheme". 

3. The effect of die substitution of the new Public Cafl Bax Services 
Condition is tre 

(0 require a nodes fat publk: cafl baxns ooncetnirg cafl charges, emergency 
cals and comphfaia and stating whether fnoomlng alls we avaibbie: 

(B) remove the l e su leti ota c o o ce w h i g the cessation of all box sendees 
and unread to entitle AT to cease U provide diem In accordance with 
guidelines. The ckafo gordeflnes provide drat BT shall not cease m provide 
cai box services except with die agreement of the local authority and that, 
where BT b obliged to remove » pubfic ofl box. BT shaB provide an 
tiUHTHdtfe service accept where It is otherwis e agreed by the toed 
aurfwritjr. In eht>«r ax die Director may override such agreement 
The gukfcftnes abo contain prwMon regarding the imdhtion of public 

igB boxes in flaw locations. Inchafatgbrdvedeveioprn n Kd; new craaria 

for die instaRadon of pubBc ofl boxes reflecting community needs; 

(i) iwncw* ite retjuhwnem to provide temporary ofl bans where 
major events lake pfcKB 

(M remove die requirement to provide ca> box sendees where a person 
undertakes w pay the «M5 o( providing such services. 

4. The eSn of dw new Residential Limited Service Scheme Condition 
i* wrequIreBT no laser than 31 March 1998 to malm available a sdwm 
coupling wWi gukteSfne* under whfch BT wffl provide t» residential 
eutumaex Birthed voke telephony swvfces at charges lower than those 
payable undar BTY wndard orfft The draft gutdtfnes provWe dot 
casreners wfil be entitled to receive tncomfns talk and re irate outgoing 
•mergenas ate and other outgoing caRs as let out in dreguktearw. 

5. The Director also proposes » make modifleadons wnsequendal on 
the prtwdpaJ fhotMcations mentioned above. 

6. The rcasons why the Dtfecror proposes to moke the motSflca&ora 
areas meows 

® ** ** om m paragraph 3® of this 

notice because he considers dat it ti appropriate dm the requirement 


to display consumer information In public cab boxes should be a licence 
condition: 

(B) as regards those having die efiecr set out in paragraph 3(a) because he 
consMera that the extedng previsions are nwecessaiHy co mu fl aBu d and do 
not provide far sufficient local Involvement: 

(■) as regards those having the effect sec out in paragraph 3(B) beaaa 
hecontiders that the demand for temporary cafl boxes wffl be met by 
operators for commercial motives so chattels unnecessary to requ it e this 
as a Dcence oontCtion; 

(W> as rqprds those having the effect act out In paragraph 3(Iv) because 
he considers that the provision of new ptbiie call boxes, where te woiid 
not be undertaken for commercial reasons. Is more iqjpropriaiely dealt 
with through the criteria for the tonalhdon of new public ofl boxes to be 
dovefoped under the Berms of the new condition: 


ocs. -jiK.nl paragraph ^because he 

nnsfdors thar the new Condtion will encour^e (hose without: a 
telephone ac home to obtain one and enable those with such a telephone 
to control their telephone expendhure. 

7. the Direcoar I* required by section 12(2) of the Act to contide. - any 
represcoBtlons or ob(ecdQM which are duly made and not wkhtkrawv 
Following such consideration and BTs conswit p diem, the 
propasas so make the modulations forthwith. 

R Representations or objections to the proposed motHatigra tmy be 
made to the Director and ihouW be addressed to Paul West, OFTB_ 

50 Ludgace Hffl. London EC4M 7U by 17 October 1997. 

9. Any confidential macertel should be dearly marked as such and 
scanned out into a confidential annex. Al neuresentatinns nr 
received by OFTEL with the exception of iroasrtal marked confidential, 
will be made avaibbie for Inspection In OFTH/s Barary. Comments on the 
document (If they are rdadrcJy than) can also be sent K> OFTEL at the 
following e-mall address: presiafBc&oitthSgmetgtwjdt 

10 . The proposed mexfificadons and draft guideline* are conttihed in a 

Statement on Universal Tetettmmjnkations Services issued by OFTH. 
on 30 July, A mpy of the Statameric or of the proposed mcxfiflcadoni and 
draft guWefinei on be obofrted (rent Sybrii Smith as the above address 
(telephone 0171 634 8742). 
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NEWS: THE AMERICAS 



track ‘key to 

role’ 



By Nancy Dunne - 
in Washington - f ■:*: 

Madeleine Albright, US 
secretary of state. 'yesterday 
launched her own drive in 
support of President Bill 
Clinton’s bid for new fast 
track trade negotiating 
authority, warning that US 
global leadership would suf- 
fer a big blow without it 

“We cannot sit on the side- 
lines with a towel over our 
heads while others ’make the 
trade and investment plays 
that will determine the eco- 
nomic standings of the twen- 
ty-first century.*' she said . 

It was the secretary's first 
major speech placing the 
"fast track" negotiating 
authority into a foreign pol- 
icy context. She chose to 
attack head-on the wide- 
spread fear of glObalisatioo. 
“The best course for our 
nation is not to curse global- 
isation but to shape it, to 
make it work for America." 

Ms Albright . sees trade 
agreements as “building 
blocks for peace" just as 
security pacts were used in 
the cold war. “We are con- 
structing a new framework 


to address the. challenges of 
our time,” she said. 

Her speech' Is the latest 
volley in a campaign by 
President Clinton to get the 
fast track bill -through Con- 
gress, where it has been 
attacked by both Democrats 
and Republicans. He needs 
the authority to negotiate 
new trade agreements. 

Stuart Eizenstat, under- 
secretary of state, said the 
early opposition in Congress 
was expected. “We knew this 
would be an uphill fight," he 
said. 

Yesterday's release of 
July’s international trade 
figures by the commerce 
department provided ammu- 
nition to the administra- 
tion's argument that it needs 
fast track authority to open 
up world markets. Exports of 
goods and services slid by 
Sl.lbn from June to $77.4bn 
while imports rose to a 
record $87.4bn. 

The merchandise trade 
deficit with Japan jumped by 
27 per cent to $5.2bn, the 
highest In more than two 
years. The deficit with China 
also rose, by 9.2 per cent to 
$4.7bn. 


US deficits with Mexico 
and Canada, its partners in 
the North American Free 
Trade Agreement showed a 
mixed picture. However, 
there was some narrowing of 
the US deficit with Mexico - 
falling from $I-2bn in June 
to $987m in July while the 
deficit with Canada rose 
from $1.3bn to $l.5bn_ 

Economlsts generally wel- 
comed the trade figures as 
“a significant drag" on the 
economy in the third quar- 
ter, which would discourage 
the Federal Reserve from 
raising short-term interest 
rates. 

“Large trade deficits are 
obviously a concent" said 
Mi Eizenstat “But we know 
a significant portion is due 
to microeconomic factors 
which are oat of our control 
and a sizeable percentage 
due to closed markets, which 
we want to open." 

Presidents have been mak- 
ing this argument since the 
early 1980s. However, the 
House has bad so many new 
members in the last four 
years that the outcome of 
the fast-track battle is unpre- 
dictable. 



Albright: warning 


Divisions over 
tobacco deal 


By Ri chart Tomkins 
in New York 

President Bill Clinton's 
demand for a toughening-up 
of the proposed US tobacco 
settlement appeared yester- 
day to be putting strains on 
the fragile alliance between 
Britain’s BAT Industries and 
the two biggest US-owned 
tobacco companies. 

BAT, owner of Brown ft 
Willamson Tobacco, the 
third biggest US cigarette 
maker, said it was not pre- 
pared to consider anything 
more than minor adjust- 
ments to the $368£bn settle- 
ment negotiated by the 
industry and state attorneys- 
general in June. 

“We want to get across the 
point -ttat this is an agree-, 
meat" giving maj6r conces r 
sions, and we are not going 
to just sit back and see the 
White House and Congress 
bid up the cost of this deal to 
unacceptable levels," said 
Ralph Edmonson, BAT’S 
investor relations manager. 

Late on Tuesday, after to 
president's announcement, 
BATs Brown ft Williamson 
subsidiary declined to sign 
the industry's joint state- 
ment which opened by wel- 
coming the president’s 
stated Intention of reducing 
under-age smoking and 


struck a conciliatory tone. 

Instead, Brown ft W illiam- 
son issued a much harsher 
statement, saying it was 
"extremely concerned" 
about certain comment’s 
made during the president’s 
press conference - especially 
Vice-President A1 Gore’s sug- 
gestion that the settlement 
represented “half a loaF. 

Opponents of the settle- 
ment are likely to interpret 
Brown ft Williamson’s 
stance as a ruse by the 
tobacco industry to raise 
fears tot the deal could col- 
lapse if the terms become 
too harsh. 

However, BAT is known to 
be strongly opposed to the 
suggestion tot the tobacco 
companies should pay heavy 
financial penalties if under- 
age smoking , fails ftf decline 

by 30 per cent over five 
years and 60 per cent over 10 
years. 

Immediately alter the 
June settlement was 
reached, Martin Broughton. 
BATs chief executive, ridi- 
culed the targets, saying 
they were based on the 
“totally false premise" that 
tobacco companies could 
control teenage smoking. 
“My expectation Is that we 
will Ml to meet them," he 
said in a Financial Times 
interview. 


Chile ponders 
mine tax rise 


By Imogen Mark in Santiago 

The Chilean government is 
considering imposing higher 
taxes on mining operations 
as it plans an overhaul of 
the tax structure, due to go 
to Congress next March. 

Juan VillarzO, government 
minister responsible for 
overall policy planning’ says 
the arguments are 
long-term. “We need to be 
able to transform our non-re- 
newable resources, like min- 
eral deposits, into resources 
that are sustainable over 
time. 

“We are talking about a 
highly profitable business, 
one tot produces rates of 
return of 45 per cent, 60 per 
cent on sales. But the min- 
ing companies exploit finite^ 
resources, and only pay the" 
same rate of corporation tax 
[15 per cent] as other eco- 
nomic activities. 

“It’s logical that the coun- 
try should charge [more] for 
this activity because at the 
moment it is not generating 
the funds to allow us to 
invest for the long-term, 
when those resources are no 
longer available,” be 
says. ‘ 

The Chilean miners’ indus- 
try association, Sonami, has 
reacted critically. Higher 
taxes would affect the com- 


petitiveness of the sector, 
according to He m an Hochs- 
child, Sonami president. He 
condemned Mr Villarzu for 
what he called “statist and 
intemperate Ideas". Foreign 
investors would be put off, 
he said. The bulk of invest- 
ment in the sector is exter- 
nal, with the exception of 
Godelco and one local busi- 
ness group, the Luksices. 

The most direct victims, 
Sonami says, would be the 
small local mining compa- 
nies, most of whom produce 
at costs of close to a dollar a 
tonne, while the big modem 
mines operate at around half 
that. The small mines 
account for only 120.000 
tonnes of annual production, 
but employ up to 200,000 
indirectly. 

The mining and finance ‘ 
ministries have formed a 
joint commission to study 
the idea. No figures have 
been mentioned, but Senator 
Sergio Bitar, leader of the 
social-democrat Party for 
Democracy, and a former 
mining minister, has 
suggested a tax “of $100 or 
$200 per tonne" on estimated 
sales of 4m tonnes by 2000. 
The revenues should go to a 
special fund for regional 
development and to provide 
support for small and medi- 
um-sized businesses. 


NEWS DIGEST 


Ontario strike 
threat looms 


Public servants in Ontario, Canada's most populous 
province, are threatening walkouts as early as next week 
to protest at proposed legislation tot would limit then- 
right to strike while the province amalgamates 
municipalities, merges school boards and closes hospitals. 
The legislation was intended to prevent disruptions by 
workers affected by the provincial restructuring, bat It 
has had the opposite effect by angering teachers, police 
officers, hospital workers and other provincial public 
servants. 

Labour leaders representing more than 450.000 public 
sector workers and 125,000 teachers have said they might 
launch an illegal province-wide strike to force the 
government to repeal or amend provisions of the 
controversial legislation. Labour leaders have also 
suggested they might initially opt for rotating walkouts. 

The bill to limit strikes would also impose new 
contracts from January 1 1998 that would enable the 
Progressive Conservative government to cut wages and 
jobs as part of the province's drive to reduce its budget 
deficit. Scott Morrison, Vancouver 

■ VENEZUELA 


Pension reforms likely 

The Venezuelan congress is soon likely to approve a 
legislative proposal tot would allow for historic reform 
of the country's moribund social security system and 
would open it to private sector participation, Teodoro 
Petkoff. planning minister, said. The framework 
legislative proposal opens the possibility for private 
health and pension funds and calls for a complete 
overhaul and possible elimination of the bankrupt social 
security institute (IVSS). Hardliners within the 
government, initially opposed to private health ftinds, are 
said to have backed down under pressure from 
reform-minded ministers. Raymond ColitL Caracas 

■ COLOMBIA 


Soccer club shares frozen 

One of Colombia's most prestigious soccer dubs, 
MiHonarios. is about to have 29.15 per cent of its existing 
shares frozen as part of the asset forfeiture law which 
empowers local authorities to confiscate assets obtained 
through illegal activities. An investigation will focus on 
six of the club's shareholders who inherited their stock 
from the drug lord Jose GaazaJo Rodriguez Gac ha. alias 
“The Mexican", following his death in a shoot-out with 
the police in December 1989. The Public Prosecutor's 
Office said following the investigation, the shares - worth 
an estimated $336,000 - would pass into the hands of the 
National Drugs Council, part of the Ministry of Justice. 

It is likely many other leading clubs will now be 
affected by the law. In the 1980s, Colombia's football 
teams received massive capital injections as drug barons 
bought up shares in their favourite clubs. Local 
authorities have this year confiscated 68 properties worth 
an estimated $20m belonging to relatives of the deceased 
drug lord Pablo Escobar. Adam Thomson, Bogotd 

DEMOCRAT CAMPAIGN FUNDS 


Tamraz denies impropriety 

Roger Tamraz, a contributor of funds to the Democratic 
party, yesterday denied impropriety in his donations or 
his visits to the White House in the run-up to last year’s 
presidential election. Mr Tamraz rejected an assessment 
by a National Security Council official that he was 
untrustworthy. 

A key question is whether National Security Council 
concerns were overridden because Mr Tamraz gave 
$300,000 to the Democrats. Gerard Baker, Washington 
Ruth Messinger has captured the Democratic mayoral 
nomination in New York City by a tiny margin, denying 
the black activist A1 Sharp ton a primary run-off. Ms 
Messinger won 40.159 per cent of the vote - a fraction 
over the 40 per cent needed to win to primary without a 
run-off. Mr Sharpton was yesterday petitioning a federal 
court to allow the run-off to proceed because of to 
closeness of to vote. The vote, if upheld, sets the stage 
for a November showdown between Ms Messinger and 
Republican incumbent Rudolph Giuliani. AP, New York 


LA is awash with arguments over the benefits or otherwise of car fuel additives 

Political fug hits California’s Smog City 


L os Angeles may be in 
imminent danger of 
surrendering its title 
as the smoggiest city in the 
nation.' It may also face the 
unhappy prospect of having 
to Haim it back in the not- 
too-distant future. 

As in most circumstances 
affor-ting life in the Golden 
State, much depends on the 
twin imponderables of the 
weather and politics. 

With two weeks to go 
before the official end of the 
ozone smog season, only one 
alert has been issued in the 
region urging people to stay 
indoors and avoid exercise at 
midday when the fug is at 
its worst. 

At this time last year, 
seven of these so-called 
Stage 1 episodes had been 
recorded. There were 14 in 
the whole of 1995. and 23 the 
. year before. 

Air quality in the Los 
Angeles basin - home to 
14m - has been improving 
steadily for years under the 
impact of regulations gov- 
erning everything from the 
use of motor mowers, furni- 
ture polish and vehicle emis- 
sions. . , 

This year, the arrival or 
cooler, moister weather asso- 
ciated with the El Nino cli- 
matic phenomenon has 
played a role in damping 
smog formation, as it did on 
its last appearance in 1982 
and 1983. But much of the 
credit for recent improve- 
ments has been given to the 
mandatory state-wide intro- 
duction of cleaner-burning 
gasoline (CBG) introduced in 
March 1996. 

This single measure, saiu 
by the California Environ- 
mental Protection Agency 
(EPA) to reduce ozone-form- 
ing emissions from road 


vehicles by 15 per cent, had 
the same effect as removing 
3£m cars from the road. The 
fuel, the EPA said, was the 
most, important advance 
since the arrival of the cata- 
lytic converter in 1975, when 
smog records were started. 

Now, according to to oil 
industry, this advance Is 
being, threatened by state 
legislation approved earlier 
this month which demands a 
review of the safety of one of 
the new fuel's main ingredi- 
ents: methyl tertiary butyl 
ether (MTBE). 

MTBE is a synthetic oxy- 
genating chemical, made 
from natural gas and oil, 
used in small quantities 
since 1979 as an octane 
enhancer, and since 1996 as 
the principal agent to ensure 
fuel is burnt more efficiently 
to reduce emissions of car- 
bon monoxide and other 
smog ingredients. 

A further benefit, accord- 
ing to the California Air 
Resources Board, is tot by 
replacing much of the ben- 
zene - a known human car- 
cinogen — cancer risks 
related to vehicle emissions 
have been reduced by 40 per 
cent 

Yet despite the benefits 
touted by the oil industry, 
the American Lung Associa- 
tion and air quality officials, 
a fierce rearguard action by 
opponents of MTBE has now 
prompted a 15-month review 
of the product's safety by 
University of California sci- 
entists. 

Under to review legisla- 
tion, the state governor will 
be empowered to ban or 
retain MTBE according to 
the findings. 

The study marked a sub- 
stantial victory for an 
unlikely alliance between a 


LAs gone are the bad old days - for now at least 



Number of LA Basfei days ozone levels exceeded federal health standard levels 
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prominent state senator, a 
Connecticut action group 
known as Oxybusters, and a 
San Francisco talk radio sta- 
tion, KSFO. which adopted 
the apparently environmen- 
tally sensitive cause with a 
vigour unusual in a pro- 
gramme best known for its 
rightwing, anti-government 
tub-thumping. 

The opposition was given 
a lift in its early days last 
year, when MTBE was dis- 
covered in drinking water 
wells In Santa Monica, near 
Los Angeles, after appar- 
ently leaking from under- 
ground garage fuel tanks. 
Although the wells were 
capped and oil companies 
agreed to seal to tanks and 


dear residues, the noise of 
the dispute, formerly concen- 
trated in to San Francisco 
Bay area, had reached a new 
audience. 

But even as more southern 
Californian groundwater 
sources were found to be 
contaminated, the anti- 
MTBE campaign found rela- 
tively little popular support 
in the region, where an esti- 
mated 20m cars use the 
roads daily compared with 
3m in the Bay area, and 
where several leading oil 
companies have their head- 
quarters. 

The commercial implica- 
tions of the withdrawal of 
MTBE are enormous - its 
only known use is as a fuel 
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additive - for manufacturers 
such as Atlantic Richfield, 
the local oil company which 
makes about 12 per cent of 
world supplies. A ban would 
also impose a new round of 
capital spending on refiners 
which, in California alone, 
have spent almost $4bn on 
refitting their plant to pro- 
cess CBG. 

There are, as one oil indus- 
try executive says, “suspi- 
cions, but no fingerprints" 
suggesting connections 
between MTBE’s opponents 
and the mighty agricultural 
lobby, which feels that its 
ethanol oxygenation addi- 
tive, made from maize, has 
been squeezed out of conten- 
tion by oil interests. 


There is also a similar lack 
of evidence relating to the 
toxicity of MTBE, on which 
the anti-groups have based 
their attack. They quote 
largely anecdotal evidence 
relating to complaints of 
nausea, dizziness, sore 
throats and stinging eyes 
among those in contact with 
to new tael. 

They also quote trial 
results which showed can- 
cerous growths in laboratory 
animals exposed to large 
doses. 

The National Research 
Council on the other hand, 
said last year that MTBE did 
not appear to present a sub- 
stantial human health risk. 

But its argument that 
“well targeted research Is 
needed to answer questions 
about potential trade-offs of 
using these chemicals," 
Injected a more cautious 
undertone and a suggestion 
that further research is 
needed. 

The federal government 
took the hint earlier this 
year and announced a study 
of the additive's effects In 
drinking water, due for com- 
pletion at the same time as 
the UCLA review. 

In the meantime, the 
examination and replace- 
ment of suspect fuel storage 
tanks, and the state-wide 
i nstallation of special petrol 
pump nozzles which reduce 
consumers’ exposure to fuel 
vapour, will continue at 
speed. 

It is in everyone’s interests 
for the oil industry to seal 
every possible gap through 
which its investment in 
MTBE - and California’s 
dream of (dean air - might 
evaporate. 

Christopher Parkes 




4.:0‘ : 



Take a qualifying flight with Japan Airlines, and we will 
be pleased to get your membership of our frequent flyer 
programme off to this flying start On top of the mileage 
credits you’d expect, well add 3,000 more with your first flight 
as a JAL Mileage Bank member. 

After your first return flight from Europe to Japan, you're 
already eligible for a free flight elsewhere. And you can also 
use mileage credits with Air France. British Midland, American 
Airlines and at JAL Croup hotels world-wide. 

To join JMB, simpfy staple your business card to this 
advertisement and send it to the JAL Mileage Bank Centre, 
5 Hanover Square, London W1 R ODR, ILK. 
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NEWS: ASIA-PAC! FIG 


Gangster 
scandal 
drags in 
Daiwa 


By Gffllan Ten in Tokyo 
and Elizabeth Robinson 
in Sydney 

Daiwa. Japan's second 
largest broker, was yester- 
day raided by TQkyo prose- 
cutors amid allegations that 
it had illegally paid sokaxya 
racketeers. 

The move for the first time 
officially sucks Daiwa into 
Japan's escalating financial 
scandals, alongside three 
other leading Japanese 
financial institutions - 
Nomura, Dai-Ichi Kangyo 
Bank (DEB) and Yamaichi. 
The raids also fuelled 

expectations that the Japa- 
nese government is planning 
to punish all the leading bro- 
kers over their alleged links 
with sokaiya. 

Japan’s powerful Ministry 
of Post and Telecommunica- 
tions ann ounced after the 
raids it would suspend busi- 
ness ties with the group, and 
Daiwa Securities own affili- 
ate, Daiwa International 
Capital Management, indi- 
cated it would follow suit 

The Australian govern- 
ment also suspended Daiwa 
Australia as one of the lead 
managers of the forthcoming 
float of Telstra, the telecom- 
munications company. 

John Fahey, Australia's 
finance minister, said the 
affiliate of the Japanese bro- 
ker would be suspended 
Cram today to protect public 
confidence at a critical stage 
in the Telstra sell-off, due in 
November. The sale of one- 
third of the company will be 
one of the biggest privatisa- 
tions in the world over the 
next year. Estimates for the 
proceeds have recently been 
revised upwards to around 
A$X4bn (US$lO-2hn), and the 
total broking fees axe likely 
to be around A$12Sm. 

In March Daiwa was 
named one of five lead man- 
ager^ with responsibility for 
selling the shares outside 
Europe and the US. 

Daiwa, as one of Japan's 
stronger brokers, is expected 
to be better able than bro- 
kers such as Yamaichi to 
survive the blow. But the 
developments are particu- 
larly embarrassing for 
Daiwa because it has hith- 
erto vigorously denied any 
involvement with sokaxya, 
the corporate racketeers who 
demand payments from com- 
panies in exchange far not 
revealing sensitive informa- 
tion about them. 

Daiwa yesterday denied it 
had yet decided on any man- 
agement reshuffles as a 
result of the scandal. 

However, Nomura, Yam- 
aichi and DEB have all 
already implemented sweep- 
ing changes as a result of 
outrage over payments to 
sokaiya- Consequently, soma 
Daiwa officials yesterday 
indicated they expected res- 
ignations among top Daiwa 
staff in the coming days. 

Nomura was recently 
suspended Grom the markets 
lor several months over its 
payments to a sokaiya. DKB, 
a leading bank, has also 
faced a heavy penalty over a 
related scandal. 

If Nomura's trading sus- 
pension is imposed on other 
Japanese brokers as well, 
this could provide a power- 
ful boost to foreign brokers, 
who are already winning 
market share in Tokyo. 


Chinese growth ‘under threat’ 


By Tony Walter in Beipng 

China is headed for 
sustained economic growth 
and modernisation In the 
next two decades bid: "huge 
risks" threaten to derail the 
process if reform filters, a 
World Bank study has con- 
cluded. 

The bank urges China to 
build on its strengths to spur 
reform. These include a high 
savings rate, a strong 
reformist record, a disci- 
plined and literate labour 
force, a supportive diaspora 
of Chinese abroad and grow- 
ing administrative capacity. 

“These strengths have 
driven China's growth in the 
last two decades of this cen- 
tury. They could do the 
same in the first two decades 
of the next," said the report, 
which looks at China to 
2020 *. 

But it also warns that 
“Sinosclerosis" - slowing of 
reform and economic stagna- 
tion - cannot be discounted. 

“Impressive as China’s 
strengths are. they do 
not guarantee success.” it 
says. “The risks and 
challenges are strong and 
varied enough to threaten 
progress. 

“International experience 
is littered with examples 
of economies that have 
enjoyed prolonged periods of 
rapid growth only to be fol- 
lowed by setback and stag- 
nation." 

The bank says that to 
guard against a hardening of 
the arteries or reform, China 
must 

■ Further encourage the 
spread of market forces. 
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especially through reforms 
of state enterprises, the 
financial system, and labour 
markets. 

■ Deepen integration with 
the world economy by lower- 
ing import barriers, increas- 
ing the transparency and 
predictability of the trade 
regime, and gradually integ- 
rating with international 
flnanHal markets. 

■ Re-direct government 
toward making markets 


work better by building the 
legal, social, physical, and 
institutional infrastructure 
of the economy. 

The bank identifies the 
main risks to reform as: the 
continued burden on the 
banks of state enterprise 
debt; rising unemployment, 
which might cause the 
regime to lose its reformist 
nerve; and a weakening of 
the government's fiscal posi- 
tion. which would squeeze 


funds for reform and, criti- 
cally, the environment. 

The report calls 
for a reshaping of gov- 
ernment expenditure away 
from subsidies and Invest- 
ment in state enterprises 
and towards delivering 
improvements in health, 
education, the environment, 
infrastructure and social 
services. 

It describes as the “most 
immediate and important" of 


all reforms in China as that 
of separating state enter- 
prises from commercial 
banks. 

All enterprises, it says, 
should be fully exposed tp 
domestic and Internationa] 
competition. Just as impor- 
tant, their ownership should 
be diversified toward house- 
holds and non-state institu- 
tions. 

"China's future lies with 
vibrant, competitive, and 
private firms In industry and 
services. The carher success 
of township and village 
enterprises and the recent 
rapid expansion of privately 
and individually owned 
firms are evidence of the 
enormous latent energy of 
China's dynamic and enter- 
prising people " 

But the report concludes 
on a sober note: “China is 
embarked on an extraordi- 
nary voyage of change. .. [it] 
has telescoped into one gen- 
eration what other countries 
took centuries to achieve. In 
a country whose population 
exceeds those of sub-Saharan 
Africa and Latin America 
rrtmhinpfl, this haa been the 
most remarkable develop- 
ment of our time. 

“But China is in 
uncharted waters. No coun- 
try has tried to accomplish 
so much in so short a time. 
China's unique attempt to 
complete two transitions at 
once - from a wvnrnanri to a 
market economy and from a 
rural to an urban society - 
is without historical prece- 
dent." 

* China 2020: Development 
Challenges in the Nets Cen- 
tury. The World Bank, 2997 


Share of world trade may triple 


By James Handing 
in Beijing 

By 2020. China could have 
tripled its share of world 
trade to 10 per cent It is 
likely to account for 40 per 
cent of the increase in devel- 
oping country imports 
between 1992 and 2020. And 
having seen a five-fold 
increase in capital inflows in 
the 1990s, China is expected 
to remain one of the leading 
destinations for foreign 
direct investment. 

In a special report on Chi- 
na's global integration, the 
World Bank forecasts 
China's increasing involve- 
ment in the world economy 
and concludes “the implica- 
tions will be enormous” - 
and “mostly favourable”. 

Industrial countries will 
benefit from China’s rising 
demand for imports of capi- 


China’s pension system faces two severe 
problems: the longterm problem of a 
rapidly ageing population and the 
immediate problem of funding pensions for 
the tens of minions of employees of 
state-owned enterprises. James Harding 
writes. “The current system is Incapable of 
tackling either problem. . . Pension system 
reform in China is urgent,” according to a 
paper, Old Aye Security, published as part 


of the World Bank’s China 2020 report 
The World Bank recommends a 
fundamental reform of China's welfare 
system, urging BeUing to introduce a 
unified pension system that will include 
both mandatory funded individual accounts 
and asocial insurance scheme. China faces 
the problem of an ageing population - by 
2050, the number of people over 65 wOl 
have risen from about 76m in 1995 to 300m. 


tal- and knowledge-intensive 
goods and services. Develop- 
ing nations ma y experience 
s imilar gains. 

But for countries that are 
dose competitors of China, 
such as India, Indonesia, the 
Philippines and Thailand, 
“significant terms of trade 
losses are expected in their 
main exports of labour-inten- 
sive manufactures”. 

Farther, “there can be 
some adverse effects on 
industrial country employ- 


ment and wages if growing 
imports of labour-intensive 
manufactures displace 
unskilled labour and depress 
relative wages.” 

The report, China 
Engaged, Integration with 
the Global Economy, also 
notes “an association 
between rising penetration 
of Chinese exports to indus- 
trial countries and declining 
employment” but argues 
that “coincidence does not 
mean causation”. 


For more than a genera- 
tion China was sealed off 
from the global economy. 
But since reopening its doors 
to the world after 1979, Chi- 
na’s economic growth has 
averaged 10 per cent and its 
share of world trade has tri- 
pled to 3 per cent By 2020, 
China is forecast to be the 
second largest trading 
nation after the US. 

Trade liberalisation and 
China's entry into the multi- 
lateral trading system would 


have “large economic bene- 
fits” for China and its trad- 
ing partners - for China 
alone, the benefits are esti- 
mated at more than $116bn a 
year by 2006. 

China is rapidly integrat- 
ing with the global capital 
markets, taking a larger 
share of cross-border flows 
to developing countries: 40 
per cent of foreign direct 
investments, 10 par cent of 
commercial hank landing , 10 
per cent of international 
equity flows and 5 per cent 
Of internati onal band flows. 

The World Bank warns, 
however, that further inte- 
gration depends on “major 
policy improvements”. 

“China will need to 
improve the transparency of 
its investment regime, which 
investors view as one of the 
most complex in the world,” 
the report argues. 



Central bank governor says currency behaved in ‘textbook’ fashion 

A$ ‘not linked to Asian turmoil’ 


Macfariane: more productive 


By Gwen Robinson in Tokyo 

The governor of Australia’s Reserve 
Bank, Ian Macfarlane, yesterday 
rejected links between the turmoil in 
south-east Asian currency markets 
and the recent weakening of the 
Australian dollar. 

Mr Macfarlane told an Australian 
investment seminar in Tokyo that 
the Australian dollar had behaved in 
“textbook fashion" in the last 18 
months, weakening against a rising 
US dollar and strengthening against 
south-east Asian currencies. The 
gradual slide of the Australian dollar 
(from a peak of 8L62 to the US dollar 
in early December to 7U>0 yester- 


day) was due more to the US dollar's 
strength th»n the Australian curren- 
cy's weakness, he said. 

“The Australian economy has 
averaged 3.5 per cent annual growth 
over the last six years, with Inflation 
at 23 per cent.. -The economy is 
now mare productive than it ever 
was," he said. 

Analysts said unemployment data, 
showing jobs fen a monthly 38300 in 
August rekindled expectations of an 
interest rate cut. “Before the fall in 
jobs, other fundamentals were posi- 
tive. Now, a rate cut is right back: on 
the agenda and we think there is a 
strong possibility in late October, 
straight after the next jobs figures, 


or in November, after the quarterly 
inflation and wages reports,” said 
Anne Flockart, fixed interest strate- 
gist at BZW in Sydney. But capital 
markets had already factored in 
expectations of a rate cut, and the 
Australian dollar was likely to find 
support at 70 or 71, she added. 

Mr Macfarlane said Australia 
would not suffer from the slide in 
regional currencies and markets. 
While 75 per cent of Australia’s 
exports go to the Asia-Pacific region, 
only 15 per cent of exports go to 
countries in the Association of South 
East Asian Nations, which have 
been the most vulnerable to cur- 
rency instability. 
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Easier monetary policy 
sanctioned by NZ bank 


By Terry Hall In Wellington 

The Reserve Bank in New 
Zealand yesterday sanc- 
tioned a sizeable easing in 
monetary policy, which it 
believes will help spar eco- 
nomic growth over the next 
12-18 months. 

The bank had stayed silent 
in recent weeks while sub- 
stantial changes occurred in 
both the currency - which 
declined by around 7 per 
cent - and interest rates. 

The Reserve Bank gover- 
nor. Don Brash, said yester- 
day in his scheduled Septem- 
ber economic statement that 
this was because data on 
economic growth that had 
emerged since his previous 
June statement had shown 
the economy to be signifi- 
cantly weaker than esti- 
mated and there were now 
signs of spare capacity. 

Mr Brash welcomed the 
fall in the value of the trade- 
weighted currency index and 
rises in short-term interest 
rates of about US percent- 
age points. 

He said these develop- 
ments created a healthier 
economic environment - one 
that would favour exporters. 


He predicted that the econ- 
omy was about to resume a 
strong growth path. 

Over the year to next 
March he expected the econ- 
omy to pick up from around 
the current growth rate of 
0.5 per cent to ZS per cent, 
and accelerate to 4.6 per cent 
by March 1999. 

The factors driving the 
expansion included a robust 
global economy, gradually 
rising household spending, 
improved productivity, 
stronger exports, increased 
business Investment and an 
expansionary fiscal policy 
that would flow from greater 
government spending and 
tax cuts scheduled from next 
July. 

This would be achieved in 
an environment of modest 
inflation, which is expected 
to rise from the present level 
of around l per cent to 
around L5 per cent, the mid- 
point of the bank’s target 
range. 

Mr Brash said the Reserve 
Bank expected continued job 
creation to March 2000, far- 
ther growth in real dispos- 
able income - which should 
rise by 3 per cent during the 
forecast period - and con- 


tinuing modest fiscal sur- 
pluses- 

The bank is also predict- 
ing further declines in the 
government’s debt-to-equity 
ratio, and an improvement 
in the current account defi- 
cit from nearly 6 per cent of 
gross domestic product to 
around 4 per cent of GDP. 

Most economic commenta- 
tors are praising the way the 
bank has handled monetary 
policy over the past year, 
with some expectations of 
further falls in both 
exchange and interest rates 
over the coming months. 

However, Mr Brash said 
there were some risks associ- 
ated with easing monetary 
policy at this time. 

“The path we have chosen 
reflects the risks we see 
around us at present but 
offers the benefits of provid- 
ing a relatively smooth path 
for monetary conditions over 
time,” he said. 

He made it clear that, the 
course being adopted would 
allow little scope for any far- 
ther easing In policy in the 
im med iate future - and left 
open the probability of a 
gradual fir ming |n policy 
from the middle of next year. 


Thai efforts 
on economy 

‘satisfy IMF’ 


By Robert Chote, 

Economics Editor, 
in Hong Kong 

The Interna- 
tional Mone- 
tary Fund 
± q /a said yesterday 
it was satis- 
fled with 

Thailand's efforts to get its 
economy back in shape, but 
it remains unp&ttent with 
the pace of financial sector 
reform. 

Michel Camdessus, IMF 
managing director, said he 
was confident the Thai 
authorities would implement 
the policy reforms which are 
a condition of the $l7bn res- 
cue package that the Fund 
assembled after the baht was 
devalued under pressure in 
early July. 

He conceded that the 
country could face another 
bout of uncertainty if its 
fragile six-party coalition 
government collapsed after a 
no-confidence vote later this 
month. But he added he was 
confident a new government 
could be put in place quickly 
pnnng h not to disrupt the 
reform programme. 

Speaking before the IMF’s 
annual meeting, which 
starts next week, Mr Cam- 
dessus said Thailand was 
complying fairly well with 
the macroeconomic mea- 
sures required of it. The 
authorities are supposed to 
restore a budget surplus by 
1998 and keep inflation and 
the current account deficit 
wi thin specified bounds. 

But be added that the Thai 
authorities had only recently 
shown any urgency in their 
efforts to reform the coun- 
try's ailing financial system. 
“We are impatient to see 
reform of the financial sector 
put tn motion,” he said. 

The IMF said when the 
reform programme was 
announced that its success 
“hinges crucially on isolat- 
ing insolvent institutions 
and ensuring the viability of 
those remaining through 
early recapitalisation, and 
strengthened regulatory 
requirements and supervi- 
sion". 

T hailan d's finance minis- 
try has insisted it will meet 
the end-September perfor- 
mance targets on which the 
next tranche of payments 
from the rescue package 
depends. But the Thai cur- 
rency has been undermined 
in recent days by reports 


E»st Asian leaders will 
«OTsen the difficulties fee- 
IS Their economies if they 
seek political scapegoats or 
blame foreigners, warned 
Paul Kruguian, economics 
professor at the Massachu- 
setts Institute of Technology 
and Stanford University, 
John Ridding reports from 
Hong Kong. 

-The only way Asia s 
growth could stop is if it 
allows this short-term set- 
back to become politicised, 
if it starts looking for con- 
spiracies," he said. "I have 
been tempted to regard ful- 
m relations from points south 
as comic relief, but they will 
be more serious if t hey go 
on,” he added in an appar- 
ent reference to Mahathir 
Mohamad, the Malaysian 
prime minister, who has 
blamed foreign financiers 
for the upheaval in the 
country’s currency and 
stoc kmarkets. 

from Bangkok that the Fund 
may withhold the money. 

fiir Camdessus expressed 
the hope that Asia’s cur- 
rency crises might have a 
silver lining if they encour- 
aged policy reforms. “We are 
confident . . the crisis can be 
transformed into opportuni- 
ties for higher and higher- 
quality growth." he said. 

. Touching on one of the 
other themes running 
through this year’s annual 
meetings, Mr Camdessus 
also referred to the impor- 
tance of tackling graft. In 
Latin America he railed for 
“changes in their manner of 
governance, changes which 
give Investors confidence, 
which reduce corruption". 
He said the continent needed 
to raise its underlying 
growth rate from 5 per cent 
a year to 7 or 8 per cent 

He also expressed confi- 
dence there would be sub- 
stantial progress on agreeing 
an extra allocation of the 
IMF's artificial currency and 
an increase in its capital 
base, issues which have been 
dogging the institution for 
the last three years. 

Among r isks to the rela- 
tively rosy world economic 
outlook, Mr Camdessus sin- 
gled out a threat of inflation 
in economies where output 
“is pressing on capacity” - 
referring to the US and UK. 
He added that fragile bank- 
ing systems also posed a 
threat in many countries. 


NEWS DIGEST 


Manila lowers 
growth target 

Philippine economic growth is expected to slow to 
between 5.5 and 6 per cent this year from the original 
target of 7 to 8 per cent because of the peso's plunge, a 
senior central bank official said yesterday. “We will still 
be achieving a positive growth. It will be just about 6 per 
cent but that’s on a more optimistic side,” the central 
bank’s chief economist, Diwa Guinigundo, told reporters. 

The Philippines' gross national product grew by 5.9 per 
cent in the first half of the year. It rose 6.94 per cent in 
1996. “Id a situation when you have a significant 
exchange rate adjustment such as what we are 
experiencing right now, one can expect a weakening of 
output, so we can expect lower GNP for the rest of the 
year," Mr Guinigundo said. Reuters. Manila 

M ASSAM SEPARATISTS 


Threats to tea plantations 

Tea p la ntations in Assam are facing a new wave of 
threats from separatist militants in the north-east Indian 
state. Mr Vlnay Goenka of the Consultative Committee of 
Plantation Associations (CCPA) said yesterday many tea 
groups in Assam had received letters from militant 
organisations demanding money, backed up by veiled 
threats of abduction or assassination of top managers 

While the Assam government believes some tea groups 
have given money to the militants, Mr Goenka said none 
of them had succumbed to the threat. “Eight tea groups 
have brought it to the notice of CCPA that the National 
Democratic Front of Bodoland is demanding a tax of 
RfiWSOO (J68) a hectare..." 

Mr Goenka's announcement comes just days after the 
govamment arrested SB. Dogra, general manager of Tata 
Tea, the nation s largest tea producer, accusing him of 
helping to fand militants. Kttnal Bose. Calcutta 

■ INDIA AND PAKISTAN 


Pledge to continue talks 


dialogue" to ootmaiiee relations after Umffi'days’of 8 ™ 10 ™ 

deferrai m°et contentious 

psues and ended with only modest tangible agreements, 
including to hold further talks. nt&1 

Sbamaad Ahmad and K Raghunath, Pakistan's and 
India s senior foreign ministry officials, said in a 
three-paragraph joint statement they had discussed the 
bitterly divisive issue of Jammu and ttMhTm- twice the 

( ^°l^S^^i heneighbours ' had not agreed 
on a suitable “medbanism” in which to pursue more 

substantive discussions. Mark Nicholson, New Delhi 

Kvaerner project under review 

Indonesian gove rnm en t officials yesterday said 
Kvaerner’s toll-road project was not one of a number of 
infrastructure projects which had been delayed. The 
project is under review but no decision has yet been 
taken. Sander Thames. Jakarta 
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NEWS: INTERNATIONA! 


Six Germans and three Egyptians die as bus fire-bombed and machine-gunned 



tourists in 


Cairo 

By Mark Huband In Cairo 

Gu nm en killed ni ne people 
including six German tour- 
ists in the heart of the Egyp- 
tian capital yesterday when 
they hurled a petrol bomb at 
a bus before attacking it 
with machine gun fire out- 
side the city's national 
museum. 

The Germans and three 
Egyptians were confirmed 
d ead by the German and 
Egyptian governments. 

The Germans were among 
a group of 33 tourists, the 
rest of whom were insida the 
Egyptian Museum on Tahrir 
Square when the gunmen 
struck. 

Eight other Germans were 
among H people injured In 
the shooting. 

Armed tourist police 
guarding the museum, 
which houses Egypt’s phara- 
onic antiquities, opened fire 
on the gunmen from close to 
a second bus which was left 
riddled with bullets and 
scarred by fire. 

The lriTHngw will reinforce 



the view of Egyptian govern- 
ment hardliners that tough 
security measures should be 
mahttamud partly to minim- 
ise harm to the tourist trade. 

Tourism earned $3bn in 
foreign exchange in 1995-96, 
and is projected to reach 
$3.7bn in the current year. 

Since 1995 tourism has 
been steadily recovering 
from the sharp downturn 
after the previous three 
years of violence. 

The number of visitors In 
1996 reached 3.9m, govern- 
ment figures show. 

Following last April’s kill- 
ings, the industry did not 
appear to have suffered. 

The interior ministry 
named three of yesterday's 
alleged attackers. 

Two are brothers, one of 
whom escaped from a Cairo 
psychiatric hospital three 
days ago. 

He had been confined to 
the hospital in 1993 after 
shooting dead four foreign 
businessmen at the Cairo 
Semiramia Intercontinental 
hoteL 



Police check the burned out bus: the bombing reignited fears for the tourist industry Rawm 


No group immediately 
claimed responsibility for 
yesterday's attack. 

It came two months after 
the jailed leaders of the mili- 
tant Gama’a Islamiyya 
organisation called on their 
armed followers to observe a 
unilateral truce in their five- 
year campaign against the 
security forces in which 
more than 1.000 people have 


died. The government 
rejected the call as a ploy to 
ease pressure on the militant 
organisations while they 
reorganised their military 
strategy. 

The attack is the first 
directed against foreigners 
in 18 months and brings the 
number of tourists killed in 
five years of attacks in 
Egypt to 31. 


In April 1996, 18 Greek 
tourists were killed at the 
entrance to a Cairo hotel 
after being mistaken for 
Israelis. 

The Gama'a Islamiyya 
claimed responsibility for 
that attack, saying it was in 
response to the then 
onslaught by Israeli forces in 
Lebanon which had left 
scores of Lebanese dead. 


Accord on ozone-depleting chemicals 


By Layla Boulton, 
Environment Correspondent 

More than 100 governments 
have agreed to tighten con- 
trols on chemicals that 
destroy the earth's protec- 
tive ozone layer. 

They agreed a deadline for 
phasing out methyl bromide, 
a fumigant, by 2005 in the 
developed world and by 2015 
in developing countries. This 
fills in the last gap in the 
1987 Montreal Protocol, the 
international treaty for abol- 
ishing ozone-depleting snb- 
stances. 

Governments meeting in 
Montreal until late on 
Wednesday . evening also 
adopted an international 


trade registration system 
aimed at cracking down on a 
thriving black market in 
chlorofluorocarbon (CFC) 
gases. 

The Montreal protocol 
bans the production and 
import of CFCs in developed 
countries and gives the 
developed world until 2010 to 
phase them out 

But the different deadlines 
for a phase out enable 
unscrupulous traders to sell 
illicit imports of CFCs as 
stockpiles whose sale is still 
allowed in the developed 
world. 

The system, which will 
take effect from 2000, aims to 
give police and customs 
greater powers to detect 


illegal imports and exports 
of CFC gases used in re- 
frigeration and air condition- 
ing: 

“This shows that govern- 
ments are finally taking ille- 
gal trade very seriously," 
said Nick Campbell, regula- 
tory affairs for ICI, one of 
the chemical companies 
which manufacture substi- 
tutes for CFCs. 

But both Greenpeace, the 
environmental pressure 
group, and ICI yesterday 
agreed that a far more effec- 
tive solution to smuggling 
would be to ban all sales of 
the CFCs within the devel- 
oped world. 

This is precisely what 
developed countries have 


now agreed to consider in 
the wake of the Montreal 
meeting. 

The European Commission 
for instance is trying to fin- 
alise proposals for such a 
ban to be agreed by the 15 
EU states. 

Governments failed how- 
ever to agree on proposals 
by the European Union to 
accelerate a previously 
agreed deadline for the 
phase out of HCFC gases. 

These are less harmful 
substitutes for CFC gases 
which still, however, damage 
the ozone layer. 

The ozone shield filters 
out ultraviolet rays from 
the sun which cause skin 
cancer in humans and 


other damage to animals, 
plants, and buildings. 

Industry has already 
developed substitutes for 
most of the HCFCs. 

But the US led opposition 
to any changes in existing 
deadlines saying the envi- 
ronmental benefit of doing 
so did not warrant the cost 
to businesses of an early 
replacement of equipment 
using HCFCs. 

Mr Campbell said that the 
chemical industry would 
welcome an earlier phase-out 
of HCFCs. However, this was 
unlikely to be the case tor its 
customers, which had tied 
up billions of dollars in 
HCFC-consuming equip- 
ment 


US call for reform 
of development banks 


By Made Suzman 
in Washington 

The World 
Bank and 
other multi- 
lateral devel- 
<o p m e n t 
banks still 
need su bstanti al reform and 
toture US funding should be 
linked to successful change, 
a report by a bipartisan task 
force has concluded. 

The report*, published yes- 
terday after an 18-month 
study carried out under the 
guidance of the Centre for 
Strategic and International 
Studies, criticised the banks 
for slow progress in Imple- 
menting changes, particu- 
larly with regard to project 
choice and evaluation. 

"These bureaucracies - 
centres of corporate welfare 
- put rules into place to get 
greater effectiveness but 
they don't carry them out," 
said John Kasich, a Republic 
Congressman and a co-chair 
of the task force. 

The report concluded that 
while it remained in the US 
national interest to support 
the institutions, future US 
funding should be tied to 
successful implementation of 


reforms. A minority of the 
task force felt that even 
commitments already made 
by the US should be called 
into question. 

The study was welcomed 
by Joseph Biden. ranking 
minority member of the Sen- 
ate Foreign Relations Com- 
mittee, who said the US and 
other donor nations needed 
"greater assurance" that 
their foreign policy interests 
were being promoted by the 
banks. 

“The report correctly sug- 
gests that US foreign policy 
priorities - not just our eco- 
nomic interests - require the 
continued viability and vital- 
ity of the MDBs.” he said. 
"But there is more to be 
done to open the banks’ 
operations to public scrutiny 
and understanding - both in 
the donor nations who pro- 
vide the capital resources 
and the recipient nations 
where those resources are 
spent." 

The study said the banks 
had become "outdated and 
inflexible structures" which 
continued to put too high a 
priority on large scale lend- 
ing at a time when there was 
much greater need tor alter- 
native schemes, such as 


expanding microcredit 
schemes in poor countries. 

It called for funds to be 
targeted only on countries 
which had implemented suit- 
able economic policies and 
showed concern tor poverty 
reduction and environmen- 
tal standards, and said the 
banks needed better and 
more transparent evaluation 
systems to help exert policy 
changes. 

"If policy reforms are not 
based on genuine borrower 
conviction and local choices 
they are unlikely to be con- 
sistently and successfully 
implemented," the report 
said. "The MDBs' role in sup- 
plying financing to support 
policy change should be car- 
ried out with greater dis- 
cernment and flexibility." 

It added that the “opaque” 
nature of the institutions 
meant that all policy recom- 
mendations should also be 
carefully monitored through 
the use of tailored bench- 
marks to allow US and other 
stakeholders to measure 
progress. 

*MDSD The United States 
and the Multilateral Develop- 
ment Bonks, CSIS. 1800 K St, 
NW, Washington DC 20006. 
Tel 1-2Q2-887-Q200MDNM 



Settlement compromise 
upsets Palestinians 


By Judy Dempsey 
in Jerusalem 

Israel yesterday reached a 
compromise with a US Jew- 
ish millionaire to move set- 
tlers out of Ras al-Amoud, 
an Arab district in east Jeru- 
salem. averting a' govern- 
ment crisis and possible vio- 
lence by Palestinians. 

But Palestinian leaders 
criticised the compromise, 
saying that Benjamin Netan- 
yahu, the Israeli prime min- 
ister. had given the "seel of 
approval to a provocative 
[Jewish] presence in Jerusa- 
lem. It is a trick." 

Settlers welcomed the 
decision, confident they had 
made a breakthrough in 


establishing a Jewish pres- 
ence in east Jerusalem, even 
though the status of the city 
Is supposed to be left until a 
final settlement 
The compromise was 
forged by Avigdor Kahalani, 
Israeli public security minis- 
ter, and Irving Moskowitz, a 
property developer who ear- 
lier this week leased two of 
his houses to three Jewish 
families in Ras al-Amoud. 
Under the terms of the com- 
promise, the settlers will 
move out in the coming 
days, although no firm time- 
table has been set In their 
place. 10 Jewish students 
will be allowed to live in the 
houses and guard them, a 
move unlikely to convince 


Palestinians they had gained 
anything. 

"It is a bad agreement.” 
said Ahmed Tibi, adviser to 
Yassir Arafat, president of 
the Palestinian Authority. 

Mr Netanyahu was last 
night still trying to reach an 
accord with Mr Moskowitz 
on who had ultimate author- 
ity to make decisions on any 
future property develop- 
ment. The government 
wants the right to overrule 
Mr Moskowitz at any time, 
on grounds of national secu- 
rity. Mr Moskowitz, who sev- 
eral years ago bought 3.5 
acres in Ras al-Amoud to 
build 70 Jewish homes, has 
said he had the right to build 
when he wanted. 
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We have won the ‘97 European Quality Award : 

another step towards excellence 



THE EUROPEAN QUALITY 

AWARD 

LARGE BUSINESS 

WINNER 97 






Participation Is important 

The semi-conductor industry requires tremendous 
efforts in terms of investments, Innovative capacity, 
research, development and marketing 
(pricing, delivery deadlines, service). 

Right from the outset, the undeniable quality of our 
company's production facilities and sales teams 
has been the driving force behind our activities. 

A determination to achieve perfection now- entirely 
pervades our structure and our workforce. 

It represents the cornerstone of our corporate 
philosophy and enables us to adapt successfully 
to the accelerated development of our sector. 

Winning Is rewarding 

This year, we have earned the European Quality 
Award, the most prestigious European recognition 
of global corporate quality. It honours the pursuit 
of an ideal relationship between a company, its 
employees, its shareholders, and its social and 
natural environment. The award is bestowed on 
the basis of an extremely severe set of terms 
of reference and an audit, which required the 
wholehearted implication of all within the 
company. The motivation and remarkable 
enthusiasm of our personnel have enabled us 
to achieve this goal of worldwide significance. 

Perseverance is crucial 

Nonetheless, we do not see this award as an 
arrival point the final stage of a complex process, 
ft is simply another brick (aid upon the harmonious 
structure - encompassing nature, people 
and industry - which we consistently strive to build. 
Admittedly, perfection Is not of this world. 

However, the quest for the absolute, so 
characteristic of humankind, impels - to make 
persistent endeavours which guide owards 
excellence. 




SGS-THOMSON 


Internet: hnp://www^t-com 
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More J apan drug groups arrive 

By Clive Cookson, druns for schlzoohrenia. One Wimpr IB Talelwi ..... 



By Clive Cookson, 

Science Editor ' 

A further two Japanese drug 
companies are to set up 
research and development 
operations in the UK. Both 
will have treatments for 
schizophrenia as a priority. 

Yoshltomi Pharmaceutical 
is joining with two Scottish 
universities, Strathclyde and 
Glasgow, to establish a neu- 
roscience research institute 
in Glasgow. The company 
will contribute between £5m 
<$8m) and £ 10 m to the insti- 
tute, in which 18 scientists 
will work to develop new 


drugs for schizophrenia, one 
of the world's most devastat- 
ing mental illnesses. 

The Scottish Biomedical 
Foundation, which helps 
universities in Scotland to 
exploit their research facili- 
ties, arranged the Japanese 
investment in the Yoshitomi 
Research Institute into Neu- 
roscience, as it will be called. 

“It is a real vote of confi- 
dence that Yoshitomi wants 
to move one of its highest 
priority research areas out of 
Japan to Scotland," said 
Stephen Hammond, the 
foundation’s chief executive. 

The other Japanese new- 


comer is Taisbo Pharmaceu- 
tical. It Is setting up a clini- 
cal trials office in London to 
co-ordinate the European 
development of drugs that 
its researchers have discov- 
ered in Japan. 

The first Taisho drug to be 
tested will be NE- 100 , a new 
schizophrenia treatment. 
The first phase of clinical tri- 
als is starting this autumn 
in the UK; later stages may 
be held elsewhere in Europe. 

Taisho is the third largest 
Japanese pharmaceutical 
company, with sales last 
year of Y238bn (S2bn). Yoshi- 
tomi Is smaller, with a turn- 


over Of Y108bn, but it is 
expected to become oik of 
the top 10 Japanese drug 
companies next year when a 
planned merger with Green 
Gross takes effect 

Yoshitomi and Taisho join 
eight other Japanese phar- 
maceutical companies with 
significant UK operations, 
according to the Association 
of the British Pharmaceuti- 
cal Industry. Three of +h«t| 
- Elsal, Yamanouchi and 
Fujisawa - have research 
institutes similar to the new 
Yoshitomi Institute. 

Eisal is linked to Univer- 
sity College London, Yaman- 


ouchi to Oxford and Fujis- 
awa to Edinburgh Univer- 
sity. .... 

The UK is becoming the', 
main base for Japanese T 
companies ' wanting to 
expand into Europe/ Dr 
H amm ond says the main 
reasons are the strength of 
biomedical science in the UK 
and the presence in London 
of the new European Mffl t 
cines Evaluation Agency, 
which is taking ova: regula- 
tion of drugs throughout the 
EU. "Having the EMEA in 
London is a positive fac to r 
for us in Scotland," said Mr 
Hammond. 


Super-regulator 
shuns City for 
Canary Wharf 


By Norma Cohen 
and Chris Brown-Humes 

NewRo, the newly created 
financial services super- 
regulator. is expected to 
announce today that It plans 
to take up to 30,240 sq m of 
office space by next s umm er 
in the Canary Wharf devel- 
opment in the Docklands dis- 
trict of east London. 

The move is a blow to the 
City of London, which bad 
hoped to keep the high- 
profile regulator within its 
.boundaries. However, it is a 
coup for Canary Wharf 
which, after the new regula- 
tor moves in, will have ten- 
ants in just over SO per cent 
of its occupiable space. 

The regulator's expected 
announcement comes just 
one week after investment 
bank Credit Suiss First Bos- 
ton, one of Canary Wharfs 
biggest existing tenants, said 
it would build a further 
24,750 sq m, increasing its 
total space there by 50 per 
cent 

Some 144.000 sq m of addi- 
tional space is under con- 
struction at Canary Wharf 
and it has successfully filled 
its retail arcades with an 
assortment of food courts, 
restaurants and clothing 
retailers. 

NewRo will occupy the 
premises at 25 North Colon- 


nade, a building which has 
been vacant for the past two 
years since its completion. 

Last night, the Securities 
and Investments Board, the 
City's chief financial watch- 
dog, refused to comment on 
whether a decision had been 
reached about a new site. It 
was believed to be ma icing 


Internal announcements to 
its own staff, as are the 
other self-regulatory bodies, 
the Securities and Futures 
Authority and Imro. 

The board disrtHamH alter- 
native premises during a 
board meeting yesterday 
afternoon and concluded 
that Canary Wharf was its 
best option. 

Although many regulatory 
staff are thought reluctant to 
relocate to Canary Wharf, 
regulators were concerned 
that a choice of a prime City 
site would be politically 
indefensible. Regulated 
firms, not taxpayers, meet 
the costs of regulation and 
there have been repeated 
calls from the finanrial ser- 
vices sector to rein in costs. 

“The costs of regulation 
are now much more trans- 
parent,” one regulatory offi- 
cial commented. 

Canary Wharf is also able 
to offer rent free periods of 
at least one year because of 
significant tax breaks 
offered to developers. 


Weaker 
sterling 
lifts boat 
exports 

By Brian Groom 
in Southam pto n 

The recent decline in 
sterling against other cur- 
rencies has boosted exports 
of leisure boats whose manu- 
facturers are meeting at the 
Southampton International 
Boat Show this week. The 
show, a key indicator, began 
last weekend with many 
exhibitors reporting sales 
outside the UK significantly 
down this year. 

Bu s iness at the show has 
been brisker than expected, 
however. Tony Beechey, 
executive chairman of the 
British Marine Industries 
Federation, said yesterday: 
“With the pound down to 
DM2. 80-2.85 we are starting 
to see signs of orders from 
Europe returning. ” 

The federation, the show's 
organiser, announced that 
the UK marine industry’s 
turnover rose by 24 per cent 
to a record £2^8hn ($3.62bn) 
last year. This year’s growth 
is likely to be in single fig- 
ures, with sales to Germany, 
France, Italy and the Nether- 
lands down, but the mood 
was optimistic yesterday. 

Sunseeker, one of the UK's 
three leading makers of 
motor yachts, launched its 
80-foot Manhattan at the 
show and has so far taken 
orders until May 1999 - all 
from non-UK clients. 



Boat manufacturers from many countries hope to joiuta 
the sales rise being experienced by their UK rivals 



visibU 
eating in 
the future 

py Virginia tatltiews 
in London 

The restaurant of th* ftitww » 

will bah fat people from 
eating fried food, win refuse 
to serve pregaantwomen 
with alcohol and will by 
law be stacked with re- 
suscitation equipment to be 
used if a diner chokes on Ma 
m»al 

Smoking will be 
coffee cups will be 
imprinted with the words 
"Warning, -hot beverage”, 
and steak knives 'will be 
blunted to prevent custom- 
ers from acciden tally impal- 
ing themselves. 

This nightmare of joyless 
dini ng Is conjured up by the 
Restaurateurs Association 
of Great ; Britain, which 
believes over-regulation in 
the food and drink In dustry 
is beginning to deut profits. 

Michael Gotlieh, chairman 
of the RAGB, says govern- 
ment IimW|) officials are 
now "looking with interest" 
at the US, where many of 
the above strictures are 
enshrined in law, and warns 
that the desire for a health- 
ier population “is being 
taken toOfar.” 

He says: "We have already 
bear banned from serving 
steak on wooden chapping 
boards and from storing soft 
cheeses at room tempera- 
ture. We now -face the 
prospect of being forced to 
include all our ingredients 
on menus and even to issue 
warnings to people ordering 
sushi or steak tartare.” 

The RAGB’s message will 
be brought to life at the 
a nnual conference of the 
governing Labour party this 
month, with Cafe La Futura, 
a full-size mock-up -of what 
it fears the restaurant of the 
future will look like. ' 

The walls of the ^restau- 
rant* are plastered with 
warning «i g n« , such as a 
poster which warns preg- 
nant women . about gleohnl 
and birth defects.- To 'one of 
tee scenes acted out in Cafe 
La Futura, a waiter 
instructs an obese maw to 
step on the scales when he 
antes a steak sandwich. 


UK NEWS DIGEST 


Minister urges 
ethical code 

aaassfflssggS: 

X s 

to a relation^ipwMiamtvate 

sector that looks to it's long-term interest that looks to 


very much help development In a way that would ensure 
smue of the gains came to the people in developing coun- 
tries." S fr** poin ted out that multinational com pani es real- 
ised that the bulk of economic growth as well thebulk of 

population to future would be In developing ctnmlnes and 
that they had to be seal to be fidr. Kcsra Naji, Dhaka 

BROADCASTING 


Incentives to speed digital TV 

The government indicated for the first time last night 
that it will consider flnandal and other incentives for 
people to buy television set-top boxes, to order to speed a 
transition to digital broadcasting to the next few years. 

Chris Smith, the chief media minister, said it would 
consider ways to “expedite" the switch in technology is 


UK households. This would allow the sale of the analogue 
frequencies currently used by television. 

Mr Smith said there was no question of "a crude sub- 
sidy or of interference with the proper operatio n ofth e 
market,” but the government had “a general priority to 
malfP the benefits of the information age as widely acces- 
sible as possible”. His remarks, in a speech at the bi ennial 
Royal Television Society convention to Cambridge, will 
provide encoura gement to satellite and terrestrial broad- 
casters now p repa rin g fig the transition. 

The ofthe radio spectrum used by television broad- 
castes ftirfiMting the BBC and ITV network could raise 
up to £Xhn CfL6bn), it has been estimated.. John Gapper. 

London 

INTERNET 


Gambling site proposed 

The Mirror Group newspaper company and the Press 
Association news agency plan an internet betting service 
which would allow gamblers to place wagers on horse 
races and soccer matches using a debit card and a per- 
sonal computer. 

The initiative, the first internet betting site founded by 
large UK media company, is intended to become the 
dominant nniina gambling site in Europe, may even- 
tually compete with sites run from the Caribbean. 

PA Sporting Life, a joint venture established this year 
by the two companies, is dose to reaching agreement 
with City Index and other bookmaking companies to offer 
odds an the site, and to accept bets naing debit cards. 

The move comes amid rising Interest from leisure com- 
panies around the world in intenet betting. Several com- 
panies now run casino sites from islands in the Carib- 
bean. which can evade strict anti-gambling laws to US 
states. John Gapper 




With global competition mounting, Germany faces new challenges 


as a 


base of Operations. Thafs why KfW - the bank committed to promoting 
the German economy - supports forward-looking investment projects. 
With a comprehensive range of financing programmes to foster small 
and medium-sized business, .innovations, environmental protection, 
housing construction, and infrastructure. Not to mention tailor-made 
solutions in the field of export finance, as well as joint projects to 
aid developing countries. We're paving new ways to the future - and 
providing the means to get there. Kreditanstait fur Wiederaufbau. 


KfW 

WW The Ways and the Means. 



i 


[force* am 



C 


Nr 




ft : 


•***» 




i 








■Bettis 



5 ’VC 
•>;: ’ 

j* i 

*- , - 

J- 








9 




c od? 


/'■I- 


-"a-, ‘ 




j * v. 


to 


i position 


x. 


FINANCIAL TIMES FRIDAY SEPTEMBER 19 1997 


NEWS: UK 


Cross-border row on decommissioning 

Dispute in 
Ireland over 
arms supremo 


By Jimmy Bums In London 

Hie appointment of retired 
Canadian General Join de 
Chaste lain to plan and 
supervise, the decommission- 
ing of par amilitar y weapons 
in Northern Ireland has been 
delayed because of a dis- 
agreement between pro- 
British unionist politicians 
and the government of the 
Republic of Ireland. 

London and Dublin are 
understood to have agreed a 
compromise formula that 
envisages that George Mitch- 
ell, chairman of the overall 
talks and Gen de ffhasteTajp 
would cochair the Negotia- 
tions dealing with relations 
between Dublin and Belfast, 
seen by unionists as the 
most contentious area of the 
talks. 

The Ulster unionist party 
wanted these negotiations to 
be chaired by Gen de Chaste- 

lain 

In recent weeks the gov- 
ernment of the republic has 
denied that it vetoed Gen de 
Chastelam's involvement in 
decommissioning because it 
feared he would be ‘‘too rig- 
orous" in demanding that 
the Irish Republican Army 
hand over its weapons dur- 
ing the talks. 

But Irish officials fear Gen 
de Chastelatn’s straddling of 
more than one committee 
could undermine the politi- 
cal balance of the talks, with 
too much emphasis being 
placed on decommissioning. 
Gen de Chastetein is a for- 
mer chief of defence staff 
who served as his country’s 
ambassador in Washington 
in 1993. 

He is one of three co-chair- 


men of the Northern Ireland 
multi-party talks appointed 
last November. 

Bom into a family of Prot- 
estant descent, and the son 
of a member of the British 
intelligence sendees during 
the second world war, Gen 
de nh act plain was e ducated 
at Fettes College, Scotland's 
leading private school. ■ 

He is viewed with- suspi- 
cion by some Roman Catho- 
des in Northern Ireland. The 
British and Irish govern- 
ments jointly agreed to his 
appointment to the Mitchell 
commission last year largely 
on the basis of his military 
expertise and reputation as a 
negotiator. 

He has been credited with 
defusing a confrontation 
between local police and 
Mohawk Indians over land 
rights near Quebec in 1990, 
and supervising the re- 
organisation of Ha rift /War) 
armed forces during the post 
Cold-War years. 

However, his military 
record has become the sub- 
ject of some controversy in 
Canada grnry being criticised 
earlier year in an offi- 
cial inquiry into the miscon- 
duct of Canadian troops in 
Somalia. 

The report concluded that 
Gen de Chastelam’s “ pri- 
mary failure may be charac- 
terised as One Of nnnpvigtoTit 
control and indifferent 
supervision” 

It concluded that the gen- 
eral had “ failed " as a com- 
mander. 

The inquiry focused on the 
a breakdown in discipline by 
the Canadian Airborne Regi- 
ment sent to Somalia in 
1992-3. 


French company keen to go Underground 


By Charles Batchelor, 
Transport Correspondent 

Transdev. the French 
transport company which 
bought a London bus com- 
pany in July, yesterday said 
it was keen to take over 
operating one or more Lon- 
don Underground railway 
lines if they were privatised 
The French company, 
which Is part of Caisse des 
Depots, the large financial 
and urban development 
group, wants to expand its 
transport activities in the 
UK, where it is also one of 


The Royal Commission on Environmental 
Pollution yesterday demanded urgent action 
from government and Industry to stem 
growth in private road transport. The gov- 
ernment advisory body warned “the UK’s 
transport problems could reach crisis point” 
without a radical strategy for tackling con- 
gestion and pollution from cars and trucks. 

The panel proposed changes including a 


tax on trucks for motorway use and adver- 
tising ramp aj gfiii discouraging the use of 
four-wheel drive and other large cars. “We 
cannot go on as we are,” said Sir John 
Houghton, the commission chairman. 
“Turning round present trends In the trans- 
port of goods and people requires a con- 
certed effort . . . Talking and tinkering 
will not be enough.” 


two shortlisted bidders to 
install a tram system in the 
English Midlands city of 
Nottingham. 

“We are Interested In the 
London Underground.” said 
Philippe Segretain. Transdev 


chai T™*™ “It is highly likely 
we will be among the bid- 
ders, alone or with others. 
But if the operation of the 
lines is packaged with own- 
ership of the track we would 
look for a partner to run the 


infrastructure.” 

Regardless of whether or 
not it makes an Under- 
ground bid, Transdev is con- 
sidering a stock market 
offering in France or the UK. 

The UK government is 


weighing its options for 
bringing private sector 
finance into the Under- 
ground and is awaiting the 
outcome of a review by 
accountants Price Water- 
house. 

Transdev has spoken to 
Price Waterhouse about Its 
Interest in part of the Under- 
ground. A bid for part of the 
Underground system would 
fit in with Caisse des Depots’ 
strategy of making long 
term investments. Mr Segre- 
t ft jp said. 

A bid by Transdev might 
reawaken controversy about 


French public sector compa- 
nies bidding for privatised 
companies in the UK. The 
two private French transport 
operators with UK interests. 
Compagnie G&ugrale des 
Eaux and Via GTl have fre- 
quently attacked Transdev 
on these grounds. 

Transdev operates tram, 
metro and bus services for 60 
towns in France, including 
Nantes, Toulouse and Mont- 
pellier. it has turnover of 
FFri.32bn t$2iQm) from 
transport businesses it owns * 
and FFriLSton including busi- 
nesses it manages. 


EU veterinarians raise hopes of beef exporters 

Traders warn that any resumption of sales as the ‘mad cow’ crisis eases will be slow and limited 


T omorrow it will be IS 
months since the UK 
government admitted 
there could be a link 
between bovine spongiform 
encephalopathy (BSE) in cat- 
tle and a new variant of 
Creotzfeldt-Jakob disease, a 
fatal human brain condition. 

The EU imposed a world- 
wide ban on UK beef exports 
shortly after that statement 
was made, and ever since 
Britain has been struggling 
to reopen a trade which was 
worth £520m (9826.80m) in 
1996. 

That represented 13 per 
cent of the UK's total beef 
production. The industry has 
had to cope with the loss of 
those sales, and a sharp drop 
In home consumption which 
has only recently recovered 
to procrisis levels. 

Until now, every attempt 
to persuade the EU to lift the 
ban has been blocked. But 
on Wednesday, the EITs Sci- 
entific Veterinary Commit- 
tee finally said a “certified 
herds scheme” proposed by 
the UK could be workable, if 
only far producers in North- 
ern Ireland. 

The committee also said, 
without prompting, that it 


Scotland is likely to receive 
less aid from the European 
Union after 2000 as assis- 
tance is redirected to poten- 
tial members and applicants 
for membership, Jacques 
Santer, president of the 
European Commission, 
warned yesterday. 

Speaking in Glasgow, Mr 
Santer said Scotland's gross 
domestic product per head 
was about average for the 
UK, and unemployment was 

fterlinlng . 

Scotland is receiving 
about Ecul-3bn <9I.4bn) in 
EU funds or regional aid 
between 1994 and 1999. 
Some 85 per cent of Scot- 
land’s 5m population live in 
areas covered by s tru c tural 
funds programmes. 

“welcomes and encourages" 
another UK plan for lifting 
the ban under which ani- 
mals born after a certain 
date would become eligible 
for export 

The committee's report is 
only advisory, and any plan 
to ease the ban must be 
approved by member states. 
That could take some 
months of political wran- 


Forces ‘could cut state of readiness’ 


Britain's armed forces could 
reduce levels of operational 
readiness, George Robertson. 
the defence secretary, said 
yesterday, our Defence Cor- 
respondent writes. This 
reflects the lower likelihood 
of having to fight at short 
notice in the post-cold war 
world. 

However, Mr Robertson's 
progress report on the 


review of defence capabili- 
ties is unlikely to result in 
farther sharp cats in defence 
spending, which has fallen 
by 29 per cent in real terms 
since the mid 1980s. 

Speaking at the Royal 
United Services Institute in 
London. Mr Robertson said 
Britain would concentrate 
on maintaining flexibility so 
it would have the manpower. 


the equipment and the logis- 
tical resources to take part 
in actions in most parts of 
the world. 

Britain would retain the 
ability to engage in “high- 
intensity” conflict, although 
he said such definitions 
became blurted when British 
soldiers manning tanks in 
Bosnia also built schools and 
health centres. 


* Mr Robertson said the 
armed forces were already 
severely stretched by their 
commitments and bad to 
spend increasing amounts of 
time abroad and on 
operations. He pointed to 
severe manpower shortages 
with the Army 5,000 under 
strength, the Royal Air 
Force 3,000 and the Royal 
Navy 1,500. 


THE PROPERTY MARKET 


C ould it be that the 
French property 
market, which has 
caused so much 
pain to local banks, is finally 
turning a corner? 

Vendors and estate agents 
desperate for a property 
recovery in France would 
like to think so, although 
assurances from those quar- 
ters would have to be taken 
with a large pinch of salt 
However, there are signs 
that the property decline 
may have come to a halt. 
The best recent sign was the 
announcem ent last week of 
the single largest French 
property investment since 
1991, according to Bill Beau- 
clerk, partner in the Paris 
office of consultants Jones 
fjing WoottOZL 
Soctete Fonci&re Lyon- 
naise, a French property 
company, agreed to buy 
FFr2.8bn ($450m) worth of 
properties, including the 1 
massive Edouard VII devel- 
opment in the middle of Par- 
is’s flrwmrial district. 

French property consul- 
tants Colliers Auguste 
Thouard note that Parisian 
properties took the worst 
hit Average values fell 62 
per cent between 1990 and 
1996, and of that nearly 16 
per cent was in 1995-96. 
French properties overall 
declined by just under 60 per 
cent over that period, and by 
nearly 10 per cent in 1995-96. 

Although the property 
crash was partly the result 
of very sluggish economic 
growth in France, bad bank- 
ing practices played a lead- 
ing role. Lending was done, 
says Mr Beauclerk. “with, 
sadly, tbe most appalling 
banking traditions". _ 

Bankers apparently failed 
to secure collateral properly 

and wildly overestimated 
rental growth potential. 

But one man’s disaster is 
another man's buying oppor- 
tunity, a feet which, as the 
data bear out, was not lost 
on those who know best how 
to capitalise on the despera- 
tion of others. 

US vulture funds, finan- 
ciers of 1980S-style leveraged 
buy-outs, turned their hands 
to property during theUb 
crash in the early 19W®- 
They excelled at extracting 


Parisian 

progress 

Norma Cohen on signs of 
recovery in France 
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terrific profits from bad lend- 
ing. When property recov- 
ered in the US, they turned 
their sights an France. - 

According to Jones Lang 
Wootton, 92 per cent of all 
property activity was con- 
ducted by foreigners in 1996. 
Most of these were from the 
US, with about 10 per cent 
from the UK and elsewhere. 

In 1995, by comparison, 
only 55 per cent of French 
property investment was by 
foreigners. In 1994, foreign- 
ers accounted for 44 per 
cent, while before that typi- 
cally no more than 17 to 20 
per cent of turnover came 
from foreign investors. 

Significantly, It is the for- 


eigners that provide the sec- 
ond, and perhaps more 
important, sign that the 
worst of the French property 
recession, may be over. 
These bankers now say that 
vendors are no longer will- 
ing to offer the sort of bar- 
gains seen a year ago, mean- 
ing that opportunities for 
fantastic profits in France 
have diminished. 

As a result, their interest 
in French pro pe rty is wan- 
ing. “The marfeat has swung 
from being a buyer’s market 
to a seller’s market,” says 
Richard MuHey, head of 
European pr o p e rty at Bank- 
ers Trust, one of the most 
vigorous players in the dis- 


tressed debt market While 
loans had been available in 
2996 at say 30 to 40 per cent 
of face value, they are now 
going for 50 to 60 per cent of 
face value. Rates of return 
had been averaging 25 to 35 
per cent 15 to 20 per cent is 
now closer to tbe norm, he 
says. 

The first distressed debt 
deal, concluded in January 
1996, was the purchase of 
a portfolio of 200 non- 
perfonning loans of Barclays 
Bank’s French operations, 
with a face value of 
FFrSTOm, to a consortium of 
US Investment bank Lehman 
Brothers, commodities house 
Cargill and property consul- 
tants La Salle. 

Goldman Sachs’ Whitehall 
fund led three other deals, 
purchasing loans with a 
total face value of 
FFr8-345bn. Others bidding 
in the French markets have 
included Blacks tone Part- 
ners, the US buy-out fund, 
and Los Angeles-based Col- 
ony Advisers, active In US 
distressed real estate. 

Since the start of this year, 
however, there has been a 
single purchase of distressed 
debt, a portfolio of loans 
having a face value of 
FFrL02bn by GE Capital 

“AH the people who were 
in the French market a year 
ago are a bit more cautious 
now,” says Wilson Lee, head 
of the mortgage and asset 
finance group at Lehman 
Brothers in London. 
Although prices for dis- 
tressed loans are on the rise, 
Mr Lee cautions against 
reading into that too much 
Optimism about French prop- 
erty values. The truth is, he 
says, there are structural 
factors in France that make 
realising US-style rates of 
return in distressed real 
estate Iks likely-. 

For one thing. It is 
extremely difficult to get 
French judges to foreclose 
on the properties of delin- 
quent borrowers. Second, 
there is fer less regulatory- 
pressure to sefi.bad loans in 
France than thou had been 
in the US, so lenders are 
more reluctant to write 
down loans to the levels at 
which they will be attractive 
to vulture funds. 


Will the customers return? 

- Value of UK beef and calf export market 
1995 

Others £39-2m 


Rest of EU 
£50.7m 
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gling and no-one expects an 
early resumption of exports. 

Even so, its deliberations 
have a symbolic signifi- 
cance. As lan Gardiner, pol- 
icy director of the National 
Farmers' Union of England 
and Wales, pointed out. at 
last there is scientific back- 
ing for a lifting of at least a 
small corner of the ban. 
Richard MacDonald, director 


general of the NFU said, 
“each step up the ladder 
allows the next one". 

But the move will have 
little practical effect for a 
long time. Jenny Burt of the 
International Meat Trade 
Association said the volumes 
of beef which would become 
available for export would be 
“negligible" at first 

Wesley Aston, commodi- 


ties director of the Ulster 
Farmers’ Union, said that 
even limited exports would 
help the Northern Ireland 
beef industry. 

Farmers there have 
always been heavily depen- 
dent on exports, with about 
80 per cent of production 
leaving the region, according 
to the Northern Ireland agri- 
culture department 


Since the ban was 
imposed, a lot of beef has 
gone into the EITs interven- 
tion stockpile at prices 
which have been falling. But 
if the ban is lifted will the 
former customers for UK 
beef still want it? 

Ms Burt fears that many 
European Union members 
will not return to buying 
British beef because most 
have decided to stick to their 
domestically produced meat 
In 1995, exports to the EU 
accounted for 88 per cent of 
the UK’s total beef export 
sales. 

Nik Askaroff. managing 
director of ADM group, a 
meat trader and exporter, 
said the “brilliant" news 
from Brussels would have no 
immediate effect on the beef 
market 

“Even if they lifted the 
ban tomorrow across the 
whole of the UK, we cannot 
see a market place for Brit- 
ish beef," he said UK beef 
prices have risen lately, and 
because of tbe relative 
strength of sterling, look 
expensive to international 
customers. 

Maggie Urry 
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AUSTRALIAN MUTUAL PROVIDENT SOCIETY 

ARBN 008 387 371 Incorporated in New South Wales Members' Liability Limited 


MEMBERSHIP RULES 
The Board of Directors of die 
Australian Mutual Provident - ' 
Society (‘AMP’) has adopted 
die following rules in respect 
of membership of AMP, as 
a ut horised by section 15 of the 
Australian Mutual Provident 
Society (Demucna&acion and 
Reconstruction) Act 1997 
(NSW). This advertisement is 
published pursuant to section 

15(5) of the Act 
On 10 September 1997, the 
Board resolved that 
1. Determination of First 
Qualifying Date 

1.1 Subject to the Rules set 
. out in paragraphs 2-4 below, 

(a) no new membership of 
AMP will be taken to have 
arisen after 5:00pm (Sydney 
dme) on 11 December 1996 
(*Hrst Qualifying Date 1 ); and 

(b) any memberships of AMP 
that have arisen after the Fust 
Qualifying Date are exting- 
uished. 

L2The Rules in paragraph 2-4 
below deal with the circum- 
stances in which membership 
of AMP will continue or arise 
despire paragraph LI, and the 
circumstances m which mem- 
bership of AMP w31 continue 
despire die happening of some 
event that would or might 
otherwise terminate mem- 
bership. They apply even if the 
events to which they refer have 
happened before the making of 
these Rules. 

2_ Membership arising 
after first Qualifying Date 
and before Second 
Qualifying Date 

2.1 A person becomes a 
Member if. before 5:00pm 
(Sydney time) on 10 
September 1997 (‘Second 
Qualifying Date*), chat person 
becomes the Legal owner or 
mortgagor of a Policy which 
was m force at the first 
Qualifying Date as a result of 
any of the following; 

(a) a children’s Policy vesting in 
the child upon the child reach- 
ing the vesting age specified in 
tfaefidicy; 

(b) die appointment of a new 
austee(s) under an existing 
trust in respect of a Policy; 

(c) the transfer of a Policy held 
on trust from a bate trustee to 
a beneficiary or beneficiaries 
whose interest in the Policy is 
vested in accordance with the 
terms of the trust; 

(d) the death of a principal 
annuitant where the annuity 
Policy provides for a reversion- 
ary annuitant, and the rever- 
sionary amurirant survives the 
principal annuitant; 

(e) a Policy vesting in the legal 


personal representative of a 
deceased member; 

(f) the assigorhemtif a-PtiEcjr 
where the assignment was 
received by AMP prior to. the 
fim Qualifying Dare but was 
nor processed until after that 
time; 

(g) the asrigmncnr of a Policy 
by a member holding the 
Policy in the rapacity of legal 
personal representative of a 
former deceased member to 
beneficiaries under tbe 
deceased's will or in accor- 
dance with the rules of intesta- 
cy; or 

(b) the assignment or transfer 
of legal ownership of a Policy 
pursuant to, consequent on or 
m response to; 

(t) a court order; m rinrini g but 
nor limited to orders made in 
family law and bankruptcy 
proceedings, or 

(h) any legislative require- 
ments or regulatory compul- 
sion (for example, an agree- 
ment entered into under fami- 
ly law legislatiou dividing mat- 
rimonial property between the 
spouses in the event of separa- 
tion or divorce). 

2.2 A person becomes a 
Member if before the Second 
Qualifying Dare, that perron 
becomes legally and/or benefi- 
cially entitled to the proceeds 
of a Policy which was in force 
ar the first Qualifying Dare, as 
a result of the death of the life 
insured or (where there is 
more than one life insured) the 
last surviving life insured under 
that Policy. 

23 If a Policy was in force at 
the first Qualifying Dare and: 
(a) before the Second 
Qualifying Date either: (0 the 
Policy b terminated by the 
death of a Member; or fii) the 
Policy is one referred to in 
paragraph 3 (being, in the case 
of paragraph 3(a) or 3(b), the 
first-mentioned Policy), and 
the Member dies after the hap- 
pening of an event stated in 
paragrap h 3; jnd (b) paragraph 
2 J2 does not apply; the legal 
personal representative of the 
member becomes a Member 
in substitution for the 
deceased. 

2.4A person becomes a Member 
if before the Second Qualifying 
Date, a Bohcy is issued to dux 
person for which the application 
was; 

(a) signed by die perron before 
the first Qualifying Dace; and 

(b) lodged in an AMP new 
business tracking system before 
the first Qualifying Date; and 

(c) lodged with all normal busi- 
ness requirements satisfied 

for tire purposes of these Rubs 


die Policy is taken to have been 
in. force at the first Qualifying 
- DafS? =*■ . •' ; 

3. Membership coo turning 
despite an event after the 
First Qualifying Date and 
before the Second 
Qualifying Date 

Membership continues 
despite the . happening of any 
of the foD owing events (other 
tha n an event arising from the 
death of the Member) after the 
First Qualifying Dare and 
before the. Second Qualifying 
Date; . 

(a) where a Policy has a surren- 
der value, tbe surrender of a 
Policy by a Member followed 
immediately by rhar Member 
effecting another Policy with 
some or all of the proceeds of 
tbe surrendered Policy; 

(b) where a Policy does not 
have a surrender value, the 
lapse or cancellation of that 
Policy followed immediately 
by the Member effecting 
another Policy in substitution 
for the lapsed or cancelled 
Policy; 

(c) maturity of a Policy in 
accordance with its terms; 

(d) expiration of a Policy's 
contractual term; 

(e) in the case of an annuity 
which has remained in force 
after the death of the annuitant 
(or where there is more than 
one annuitant, the lasr surviv- 
ing annuitant), l*-rminaunn 
of the annuity; 

(f) in the case of an Australian 
deferred annuity which reach- 
es hs annuity commencement 
date after tire first Qualifying 
Dare, the termination of the 
Policy; 

(g) in the case of an Australian 
deferred annuity which 
reached its annuity com- 
mencement date prior to and 
remained in force at the first 
Qualifying Date, the termina- 
tion of the Policy. 

(hj in the case of a pension 
Policy approved by the 
Commissi oners of Inland 
Revenue (UK), the t e rms of 
which permit maturity on a 
flexible retirement date, the 
Policy becoming a claim by 
reason of retirement; 

(i) in tire case of a Policy which 
has after the first Qualifying 
Date, reached die end of its 

Contract Term as 
nominated in the Policy’s 
Schedule, where the term of 
the Policy has been extended, 
the termination of the PbEcy; 

(j) termination of a Policy in 
accordance with its terms as a 
result of tire happening of the 
event (or one of the events) 
against which the Policy 


insures (for example, the death, 
total and permanent disable- 
ment or terminal illness of 
tire sole or last surviving life 
insured); 

(k) termination of a Policy 
pursuant to or consequent on 
or in response to legislative 
requirements, a court order 
(ineluding but not limited to 
an order made in family law 
and bankruptcy proceedings) 
or regulatory compulsion. 

4. Membership continuing 
despite, or arising because 
of, an event after the 
Second Qualifying Date 
4.1 Subject to paragraph 4.3, 
membership con tinues d e spite 
the happening after the Second 
Qualifying Dace of any evenr 
which would or might other- 
wise terminate membership. 

4-2 Without limiting the gen- 
erality of paragraph 4.1, mem- 
bership continues despite the 
transfer of a Policy under the 
scheme of transfer of part of 
the long term business of AMP 
to London Life Managed 
Funds Limited approved by the 
High Court of Justice in 
England' and Wales on 2 
September 1997. 

43 The legal personal repre- 
sentative of a Member who 
dies after the Second 
Qualifying Date becomes a 
Member in substitution for the 
deceased. 

5. Authorised officers 

The following officers of AMP 
are authorised to make deci- 
sions applying these Rules to 
particular cases or classes of 
cases; 

■ Pieter Hodgett, Appointed 
Actuary 

• Peter Hoops, Manager, 
Members’ Response Unit 

• Fred Rowley; Actuary, 
Corporate Structure Review 
Task Force 

•Jim O’DotmeU, Project 
Actuary 

• David Robinson, Company 
Secretary 

• Sue Cotiey, Senior Legal 
Counsel 

■ Mark Goonan, Corporate 
Public Relations Executive 

• Lynne Somerville, 

Corporate Ai&irs Manager 

D.G. Robinson 
Secret a ry 
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Members or former members may obtain a copy -of the membership rules by making a written request to the Secretary at 
33 Alfred Street, Sydney NSW 2001 email address; demut@amp.com.au AMPC 9160 
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Value judgments 


A dam Smith 
observed the para- 
dox that water, 
which i5 essential 
to life, sells for almost noth- 
ing while diamonds, almost 
useless, command a very 
high price. The explanation 
is that price depends on 
supply and demand, and 
any analysis that fails to 
look at both simultaneously 
goes badly wrong. This 
explains why property and 
haircuts cost more in Bev- 
erly Hills and on the Cote 
d'Azure. where a lot of rich 
people live, but petrol and 
Lycra leggings do not And 
why garbage collectors earn 
a lot less than stockbrokers, 
even if their work is harder 
and probably more useful. 

Yet the notion that things 
have an intrinsic value that 
is independent of their price 
remains a powerful one. 
There is a term - consumer 
surplus - for the difference 
between price and value. 
Consumer surplus is the dif- 
ference between what you 
would be willing to pay for 
something, and what you 
actually have to. 

For goods like water, 
which are in plentiful sup- 
ply. the consumer surplus 
may be very large. The 
average household water 
bill is around £2 per week, 
but what would you be will- 
ing to pay for water supply? 
You might grumble if the 
cost went up to £10 per 
week, but suppose your 
water supply was turned 
off. Think of going dawn to 
the Thames every morning 
to get the washing water. 
Think of boiling it before 
you peeled the vegetables or 
prepared the salad. £100 per 
week? That makes the con- 
sumer surplus you get from 
water at least 20 times what 
you actually have to pay. 

And yet not all the water 
you use yields much con- 
sumer surplus. Most of it 
actually goes into low-value 
uses - watering the garden, 
washing the car. 

As figure 1 shows, the 
total consumer surplus - 
the triangle - is the sum of 


As long as companies have market power they can 
extract consumer surplus and transform it into profit 
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the consumer surplus you 
get from the first sip of 
water you drink to the neg- 
ligible amount from the 
water that is barely worth 
to you what it costs. 

Turning consumer sur- 
plus into profit is a central 
business objective. For 
water, this is such an easy 
opportunity that England 
and Wales have an Office of 
Water Services whose pri- 
mary job is to stop it hap- 
pening. There Ls no such 
agency in the diamond mar - 
ket; in fact just the opposite. 
Consumer surplus ls 
smaller, because 
are not very useful and 
there are not so many of 
them around. But it is also 
anaiiw because much of the 
potential consumer surplus 


The explanation 
is that price 
depends on 
supply and 
demand, and any 
analysis that fails 
to look at both 
simultaneously 
goes badly wrong 


has been grabbed by de 
Beers in the course of its 
century-old control of the 
world diamond market. 

De Beers (figure 2) has 
split the consumer surplus 
triangle into three parts by 
pushing price above the cost 
of supply. The rectangle is 
its profit The upper trian- 
gle is the consumer surplus 
that remains. The triangle 
on the right measures the 
consumer surplus that cus- 
tomers have lost but de 
Beers has not gained - it 
represents people who 
would like to buy diamonds 
for more than they cost but 
less than de Beers charges. 

So how do you get hold of 
more of the upper triangle, 
and reduce the size of the 
lower? Figure 2 shows the 
most you can get if you are 
obliged to sell at the same 
price to everyone and for 
every unit. 

There are two ways to do 
better. One 1s to sell at dif- 
ferent prices to different 
people. Airlines sell the 
same essential product for 
very different revenues to 
first, business and economy 
travellers, and often seg- 
ment the market far beyond 
that. Publishers sell first in 
hardback to libraries and 
aficionados, and in paper at 
lower prices to a mass mar- 
ket The manufacturers of 
new gismos, such as video 
recorders or digital cam- 
eras, pick off the enthusi- 


asts first and then sell at 
progressively lower prices ; 
to less-interested buyers. 

The other route is to sell j 
goods as packages. De Beers ! 
does this through its system , 
of “sights", where jewels are 
sold only as collections and j 
buyers are not allowed to 
pick and choose. Selling a ] 
package only makes sense if 
the customer's decision to 
buy erne port of the package 
means that he or she wfll 
pay less than other people 
for the second. 

There is no reason to sell 
instant coffee and Kit-ECat 
together simply because 
both are made by Nestlfi. 
unless coffee drinkers axe 
particularly averse to Kit- 
Kat, or Kit-Kat munebers 
are only willing to pay low 
prices for their Nescafe 

But if you buy a lot of 
water, then the extra you 
want is for your garden or 
your swimming pool; so 
water companies could (and 
would if they were allowed 
to) extract lots of consumer 
surplus by offering tariffs 
that decrease with the 
amount you use. If you are 
already paying for several 
television channels, then 
you do not have the same 
willingness to pay for more, 
because there are only so 
many hours in the day you 
can spend watching televi- 
sion. So Sky television can 
(and is allowed to) extract 
plenty of consumer surplus 
by selling its channels, Kke 
de Beers diamonds, in bun- 
dles. 

There is a warning here 
for water companies, de 
Beers and Sky. You can 
only extract consumer sur- 
plus as long as you have 
market power. In competi- 
tive markets, it all goes to 
the customers. Which is 
what differentiates petrol 
and Lycra from property 
and hair dressing. 


The author is the Peter 
Moores director of the Said 
Business School at Oxford 
University and a director of 
London Economics. This ccd- 
tonn appears fortnightly. 


J ohn Bryan, chief execu- 
tive at Sara Lee, was 
emphatic about one 
t h ing when the large,' 
Chicago-based food and con- 
sumer products company, 
announced a significant 
reorganisation earlier this 
week. 

"This is not a typical 
restructuring,? he insisted. 
"It's not about plant closures 
and redundancies. This is a 
plan to ‘de-verticalise' the 
company, in a world which 
has liberalised . . .and organ- 
ise along functional lines." 

WaQ Street certainly liked 
what it heard. Sara Lee 
shares, which same analysts 
had already thought under- 
valued, jumped about $6 to 
more than $48 on the news 
that the plan - coupled with 
possible disposals of some 
smaller business units - 
could' raise around gSbn 
(£2bn) in cash over a three- 
year period. 

Essentially, what the con- 
sumer products group is say- 
ing is that it no longer needs 
to own all the manufactur- 
ing assets in order to pro-, 
duce its diverse range of 
branded goods, which 
includes Coach leather prod- 
ucts, L’eggs hoisery . and 
Jimmy Dean sausages. 

Instead, it believes that it 
can agp off production units, 
and then contract with their 
new owners for the required 
supply of goods. Sara Lee 
would continue to manage 
the brands involved and, to a 
significant extent, handle 
distribution. This out- 
sourcing process would 
release cash currently tied 
up In low-margin activities, 
and reduce the future need 
for capital expenditure on 
manufacturing facilities. 

Among other consumer 
products companies, wiTnnar 
steps have already been 
taken by, for example, Nike, 
the sporting goods producer, 
and Coca-Cola, which handle 
brand management and 
retain control of important, 
proprietary processes, but 
farm out many production 
activities. Other instances 
are easy to find in the auto- 
motive and heavy machinery 
sector, and, more recently, 
among computer manufac- 
turers. 

Indeed, a survey of out- 
sourcing trends, published 
earlier this year by the 
American Management 
Association, found that out- 
sourcing was growing more 
quickly for manufacturing 
activities than for general 
administrative functions — 


narrows 


Nikki Tait on why Sara Lee 
is to sell off many of its 

. production units 
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although the fastest areas of 
growth remained in the 
accounting and finance 
areas and in Information 
systems. 

Interestingly, the same 
survey seemed to suggest 
that outsourcing of manufac- 
turing activities worked 
more successfully than out- 
sourcing of some other 
areas. For example, of the 
manufacturing businesses 
questioned, mare than half 
said that they had subse- 
quently brought previously- 
outsourced activity back 
in-house. But only about 
one-third said that they had 
brought a manufacturing 
activity back into home pro- 
duction! 

Within Sara Lee, the ini- 
tiative appears to be most 
developed in relation to its 
extensive .textile operations. 
These make knitted products 


- such as T-shirts, sports- 
wear and underwear - 
which are then marketed 
under the Hanes and Ch am - 
pion labels. The company 
has 13 plants in the US, 
mainly in the Carolinas, 
ranking it as the country's 
third largest textile pro- 
ducer. 

Talks are under way to 
sell the bulk of those 
operations to an Investment 
group beaded by a former 
Sara Lee executive. The com- 
pany Is not disclosing the 
details of the envisaged sup- 
ply agreement but said that 
Sara Lee would remain the 
plants’ largest customer. 

The new owners, however, 
would be free to take on 
other business. The saving 
to Sara Lee, in cashflow 
terms, would amount to 
about $500m over three 
years. 


The company also named 
two other divisions where it 
♦hmks a similar strategy 
would be applicable. In the 
meat sector. It would look to 

dispose of some of the more 
basic production facilities, 
such as the livestock 
operations and the slaugh- 
tering plants. And I In its 
“intimate apparel division, 
where brands include Bali 
lingerie in the US and Won- 
derbra internationally, man- 
ufacturing facilities could be 
sold within the current 
finan cial year. 

The reorganisation does 
appear, at first sight, to be 
something of a volte face: the 
company was still investing 
significant sums compara- 
tively recently in building 
up its in-house knitted prod- 
ucts operations, although 
there was 3 more conven- 
tional “downsizing” initia- 
tive id 19W- Sara Lee argues 
that the strategy does not 
necessarily contradict the 
previous approach. Having 
established the appropriate 

supply operation, it sug- 
gests, the ownership link 
ran be broken. 

Mr Bryan says the out- 
sourcing plan will mainly 
focus, initially at least, on 
US assets {although most of 
the lingerie plants are over- 
seas). 

-We haven’t bothered to 
fbinif very much about the 
non-US operations." he com- 
ments, pointing out that the 
domestic business “tends to 
be more vertically organ- 
ised" compared, say. with 
the company’s extensive 

European operations. 

One question the reorgani- 
sation begs is whether it is 
just a politic way of switch- 
ing sourcing to overseas 
markets where labour and 
other costs are cheaper. Sara 
Lee says not - initially. 
“This does not entail consid- 
erable change to where we 
currently source," said Steve 
McMQIan, president, earlier 
this week. 

What about in five years’ 
time? "If I could answer that. 
I’d be a pretty good 
prophet" is Mr Bryan's dip- 
lomatic reply. He goes on. 
however, to note the extent 
to which trade liberalisation 
has taken hold, and manu- 
facturers generally have 
responded. 

“Production moves around 
very fast to its lowest cost- 
point of manufacture," he 
observes. 

**I think we’ll be better off 
focusing on those business 
functions we do best." 
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The race for Innovation is 


Around ibe world Kvaerner 
distinguishes itself 
rough innovation.. . 


Our ability to manage a project 
anywhere on the face of the earth 

has been proven again and again with 
innovative projects like these... 


Throughout our wide range of 
business activities all over the world - 
from maritime technology to services 
for the eco-efficient processing Of 
natural resources and complex 
construction projects - innovation 
has been the Kvaerner hallmark. 


L: Tile SKY'S the limit. 


With Boeing and two partners 
from Russia and the Ukraine. 
Kvaemer is building the world's first 
sea-based facilities for launching 
commercial satellites. 


Kvaemer will set new standards in 
maritime technology by building two 
new luxury liners. At 130.000 gross 
tonnes each, they will be 30% larger 
than any other liner planned or built. 


, 4 i mm 



And as the Whitbread-favourite 
Innovation Kvaemer circles t he globe, 
it stands' as not only a symbol, but 
also an example of this quality. 

It benefits from Kvaemer ’s vision and 
in-depth- knowledge of a broad range 
of industries. 


.1; cf iryg wrved. 

We're currently developing concepts 
for a 1,600 metre floating airport for 
the U.S- Pentagon - a unique solution 
for a strategic defence initiative. 


Typhoons and logistical 
complexities challenged 
Kvaerner's ingenuity 
during the construction 
of Hong Kong's Tsing Ma 
bridge - the largest double-deck 
suspension bridge in the world. 



From the North Sea to the Pacific, 
innovation around the world is \ vh.it 
Kvaemer is all about. 


Kvaerner PIC St. James V. House. 20 K,ng Struct. Unrs'j:s SWlt GOT To; *44 IT I TOG 2000 ?r,\ ^44 Hi, 706-2300 


Engineering and construction - worldwide 




m 












FINANCIAL TIMES EJUDAY SEPTEMBER 19 1997 ★ 


ARTS 


11 






to music 

Andrew Clark talks to Scottish 
composer James MacMillan about 
the inspiration behind his work 


T here comes a time 
when every brilliant 
young composer must 
make the leap to mid’ 
dle-aged maturity. 
This is the challenge fa ri n g 
James MacMillan. The 38-year-old 
Scot bounded onto the interna- 
tional stage with The Confession 
of Isabel Gowdie at the 1990 
Prozns, and you could say he has 
never looked back. But his first 
opera. Inis de Castro, was a high- 
profile flop a t last year's Edin- 
burgh festival, some critics 
argue he has yet to develop a 
fully identifiable style. 

Such judgments do not take 
into account his output of the 
past year — an astonishing 11 
works, including Ms first sym- 
phony, a 37-minute clarinet con- 
certo. an orchestral tone-poem 
and a congregational mass. So 
the 10-concert festival of his 
music over the next month in 
London should help us as s e s s 
how far he has ventured along 
that path to maturity. The sym- 
phony win be premiered by the 
London Symphony Orchestra 
under Mstislav Rostropovich at 
the Barbican on September 28. 
Raising Sparks, a new song cycle 
which gives its title to the whole 
festival, follows at the South 
Bank Centre on October 5, and 
there win be a string of London 
premieres. 

It is extremely rare for a 
younger-generation composer to 
be honoured in this way - but 
then, right from the start, Mac- 
Millan has made his appeal to a 
much wider constituency than 
the new music brigade.' Bus- 
queda, a music-theatre work of 
1988, placed the violent immedi- 
acy of its language at the service 
of liberation theology, r»«dng 
from the Latin Mass and poems 
by the mothers of disappeared 
persons in Argentina. Cotodie 
combined structural and techni- 
cal rigour with direct emotional 
appeal Tuzreadh (1991). a Gaelic 
lament for the victims of the 
Piper Alpha disaster, included 
archetypes of Scottish folk music. 
Vent, Veni Emmanuel (1992) was 
a vehicle for percussionist Evelyn 
Glennie, who has taken itround 
the world. 

MacMillan's subsequent output 
has raised doubts about bis stay- 


ing power, fhelled by a suspicion 
that he wants it both ways - 
hard-edged modernism and 
quick-fix poster art. bound 
together by his creative facility 
a n d instinctive populism. There 
has also been the impression that 
the music’s intellectual rationale 
is of equal, if not greater, impor- 
tance than the music itself In 
seminars, lectures and pro- 
gramme notes, MacMillan Offers 
highly articulate prescriptions 
for what each piece is about - 
instead of leaving listeners to 
make up their own minds. 

P erhaps we are expect- 
ing too much of Mac- 
Millan. Boyish in 
appearance, intense in 
manner and refresh- 
ingly undoctrinaire, he is a long 
way from what you would 
describe as middle-aged. Bomber- 
jacket and trainers are his style, 
but the much-pedalled image of 
“angry young Celt" turns out to 
be a chimera. Married with three 
young children, MarMnian is a 
product of west of Scotland 
Roman Catholicism, and ■ it 
informs his entire outlook. 

"To talk about the Scottishness 
and the politics is a red herring.” 
he says. “There's nothing I'd 
describe as political in the pieces 
cf the past three years, and the 
Scottish stimulus has been 
absorbed and subsumed so much 
that it’s now part of the natural 
instincts of the music. A more 
important priority has taken 
over. It's the theology that 
inspires me now." 

One senses this from the titles 
and texts of his latest works. The 
symphony. onHtipH Vigil, is the 
final part of an Easter trilogy, 
comprising the Cello Concerto 
and The World's Ransoming. Nat- 
ion is a clarinet concerto cele- 
brating the 1600th anniversary of 
the saint who brought Christian- 
ity to south-west Scotland. Rais- 
ing Sparks . a setting of poems by 
Michael Symmons Roberts, is 
about creation and redemption. 

MacMillan argues that to 
divorce bis music from its extra- 
musical inspiration is to ignore 
same.-nL- its v most -important 
aspects. “People like being told 
where the music comes from I 
haven’t seen any evidence of the 



Janies MacMillan: *1 haven’t seen any evidence of the theological aspect limiting my ability to 
communicate with a wider public - any more than it did for Messiaen 1 


theological aspect limiting my 
ability to communicate with a 
wider public - any more than it 
did for Messiaen. No composer 
should allow himself to become a 
lo ud-hailer , and if the music can't 
stand alone in its purest abstract 
form, it*s worthless. But the 
transformation from extra-musi- 
cal to musical is the essence of 
what I'm about' It's an almost 
sacramental connection.” 

Theological inspiration does 
not in MacMSlan’s case, trans- 
late into musical mysticism. Con- 
trast and conflict have always 
been important constituents in 
his work - ideal preparation, one 
would think, for writing a sym- 
phony. MacMillan agrees, hi his 
new three-movement work, in 
which he draws extensively on 
4be_ plainsong of • Easter Vigil lit- 
urgy, “there's an element of con- 
flict between wildly diverse mate- 
rials. which are pitted together to 


find a common sound-space. The 
final movement is the closest to 
sonata form: the two main mate- 
rials - an ecstatic dance and a 
more mystical material - are 
opposing poles which transform 
thems elves into on e ano ther, and 
become something completely 
new at the point of resolution.” 

Ironically, MacMillan found the 
symphony easier to write than 
the more explicitly devotional 
music of The Galloway Mass, 
premiered last mouth in Dum- 
fries. An English-language set- 
ting of the Cathobc mass, it had 
to be written in a style that could 
be mastered by 2000 worshippers. 
Whatever else he may be, Mac- 
Millan is no ivory-tower com- 
poser. 

.He says he understands why a 
previous generation of composers 
withdrew into a more esoteric 
world; "Look what the middle of 
this century brought - holocaust. 


destruction, a feeling that tradi- 
tion had foiled them. I have a 
different perspective, and that’s 
why I have a different attitude to 
communities like the ordinary 
Catholics who grapple with 77re 
Galloway Mass. It's not a ques- 
tion of pandering to the lowest 
mmmnn den ominator If you feel 
part of the community, you have 
a responsibility to challenge that 
community and raise it to new 
sensations of wonder and 
beauty." 

After his exertions of the past 
year, MacMillan is taking a three- 
month sabbatical before starting 
work on his second string quar- 
tet He says his recent output has 
helped him hone down the 
strands of pluralism in his music, 
and that this represents an 
important step forward. “If I 
can’t prove this process of matu- 
ration in the Raising Sparks festi- 
val, 1 never wilL" 


A s was plain from the 
swarm of young people 
buzzing around the 
Lyric Theatre bar on the 
press night for The Wasp Fac- 
tory, Iain Banks' cult novel has 
loet none of its cachet in the 13 
years since it was published. 
With such a loyal audience in 
tow. the first question of the 
evening was whether Malcolm 
Sutherland’s adaptation could do 
justice to the mesmerising, nau- 
seating hold of the original. 

The answer to that Is a slightly 
qualified yes. Sutherland's stag- 
ing (revised and partly recast 
since .its outing at West York- 
shire Playhouse earlier this year) 
certainly goes' a long way 
towards capturing the strange- 
ness of the novel, its sustained 
style and macabre fascination. 

Banks’ novel is in part a mod- 
em gothic horror story set on a 
remote Scottish island. Here, the 
narrator, Frank, lives with what 
is left of his supremely dysftmc- 


Theatre/Sarah Hemming 

Unnatural born killer 


tional family - his eccentric 
father - in a house where there 
is something nasty in almost 
evmy room and a mad fascina- 
tion with controlling the random 
nature qf Hfe and death. 

■■ The 37-year-old Frank has 
.already.: done away with three 
young relatives, but assures us 
that "It was just a stage I was 
going through.” Now he restricts 
himself to the simpler sadistic 
pastime of killiug and blowing up 
small animals, hang in g their 
body parts on trees as warnings 
to anyone who dares broach his 
isolation, and consulting his 
“Wasp Factory” (an ingenious 
insect execution system) for 
omens. , .. 

With its 'f&nzied, fantastical 


edge and black humour, the 
novel comes somewhere between 
Frankenstein, Cold Comfort Farm 
and The Addams Family. But 
Banks has a compelling style 
that is purely his own. and this is 
the most difficult thing for a stag- 
ing to convey. 

S utherland gives us a slick, 
modish, highly choreo- 
graphed production. Rob- 
ert Innes Ho pkins ’ chill - 
ing metallic set creates a 
ni ghtmarish world as seen from 
Frank’s perspective, where the 
door to father’s study looms enor- 
mous and furniture flies into 
view when needed. Ft is starkly, 
melodramatically lit and flanked 
by a couple of video screens that 


come into their own at the sick- 
ening, maggoty climax of the 
story. 

Sutherland's stylised direction 
splits Frank into two, having him 
played by an actor and an act- 
ress. This is a canny move that 
makes sense of the denouement 
and also suggests Frank’s' curious 
dislocation from his own actions. 
The two, Daniel Qlsley and Jan- 
ine Wood, combine unsettling 
intensity with ferocious energy. 

But while the novel's sick 
humour is equalled, the gro- 
tesqueness of the carnage and 
the fear do not come over so weEL 
The gradual approach of Frank’s 
insane, dog-burning brother, 
Eric, who has escaped from an 
institution. Is not as frightening 


as in the book. Here, despite the 
feet that Eric's phone calls are 
accompanied by a churning 
soundscape of wailing babies and 
howling dogs, perhaps suggesting 
the seething mess in Eric’s mind, 
his progress doesn’t have the 
same chilling effect. 

Some of the play's flaws are 
those of the novel: style is some- 
times achieved at the expense of 
content and the moral is rammed 
home rather heavily. And there 
Is a distancing effect in staging 
the story that makes it seem 
more glib; the private act of read- 
ing a novel, like this can make 
one feel as if one is part of the 
madness, something that it is 
more difficult to achieve on 
stage. But that said, this show 
probably gets as dose to Banks’ 
disturbing prose as it is possible 
to do. 

Lyric Theatre, Hammersmith, 
London W6, until October 18 
(0181-741 2311). 


Musical / Alastair Macaulay 

Where ambiguity 
goes for naught 


T he Hungarian play- 
wright Ferenc Molnfir's 
play The Guardsman 
(1911) has a wonderfully 
insidious plot. Like the men in 
Cost fan tutte, a husband tests his 
wife by wooing her in the dis- 
guise of a guardsman - success- 
fully, whereby he shatters his 
own domestic content Then - in 
a twist that anticipated Pinter’s 
The Lover by five decades - the 
wife reassures him: she knew it 
was him all along, she says, and 
the element of role-playing was 

just what their marriage needed. 
But did she know? They have no 
names, and they aren't just any 
husband and wife: they are the 
Actor and the Actress, their 
city’s leading stars, and they 
keep frE pfaiwing themselves to an 
amused observer, the Critic. 

Although The Guardsman was 
not initially a success, it has an 
Important place in theatre and 
film history. In 1924, Alfred Lunt 
and Lynn Fontanne played it in 
New York and had a huge hit, a 
hit that stamped them as the 
romantic-comedy couple of 
Broadway for the next 40 years. 
In 1931, they tried making a 
movie version of it, with less suc- 
cess. Bat their performances, like 
those by No61 Coward and Ger- 
trude Lawrence in Private Lives, 
helped to influence the genre of 
Hollywood romantic comedy that 
began to emerge in 1934 - espe- 
cially in the way they used Mol- 
nfir’s play to make the man the 
indecisive, alarmed, volatile part- 
ner and to show the woman, by 
contrast, as potent cool, inscru- 
table. I should like to see the play 
revived. 

MoloAr Is more famous today 
as the author of Liliom - the play 
that Rodgers and Hammerstein 
turned into Carousel. Now Scott 
Wentworth. Craig Bohmler and 
Marion Adler have also turned 
The Guardsman into a musical; 
and the reason for all this history 
is that - you may have guessed - 
they have belittled their original. 
Wentworth is book, Bohmler 
music. Adler lyrics; they are ideal 
for each other. 

Their rendering. Enter the 
Guardsman, is urbane, plus Sond- 
heim que Sondheim, and camp in 
its constant self-satisfaction and 
clever knowingness. It keeps 
delivering little nudges: “The cli- 
max, if you’ll pardon the expres- 
sion, is tonight”, for example, as 
if teasing us with the idea that 
the suggestions of the word “cli- 
max” might be beyond our deli- 
cate sensibilities. A favourite 


device is to leave numerous sen- 
tences half-finished, so as to cre- 
ate an arch web of innuendo. 
Finally, the show ties itself up 
into pretty knots of self-con- 
sciousness, as the Playwright (as 
the Critic here becomes) sings 
about “art imitating life imita- 
ting art” and “life imitating art 
imitating life”, in neat note-clus- 
ters that imitate Sondheim alone. 

The music is polished, harm- 
less, trivial, and surprisingly 
hard to sing, if we are to judge by 
how often even the experienced 
singers in the cast sang flat. 
There are two too many tangos 
(the musicals' cliche for romantic 
intrigue) and a great deal of sung 
tittle-tattle between the Dresser, 
the Wigs Master, the Wardrobe 
Mistress, and the Assistant Stage 
Manager. The Actress gets into 
almost as much of a state about 
her romance as the Actor. Does 
she know be is the Guardstean 
who is seducing her? The ambi- 
guity never for a moment here 
becomes serious or interesting. 

T he Donmar Warehouse 
production, directed by 
Jeremy Sams and 
designed by Francis 
O'Connor, is perfect in its way: 
and that way is to be awfully 
clever, light, and too pleased with 
oneself. Excellent performances 
all round, above all from the 
charming Alexander Hanson as 
the Actor. I laughed twice, both 
times at his line-readings. (Act- 
ress: "I hope I haven't shattered 
your illusions.” Guardsman, dry, 
gall ant and hopeful: “Not yet”. A 
minute later, still very much in 
character, he barks: “It is love 
that I feel for you. LOVE!” - so 
briskly he might be on military 
parade.) It is Hanson who makes 
the show’s self-consciousness 
now and then serious, and the 
Actor’s narcissism endearing. 

As the Actress, Janie Dee 
matches him for charm; tt is good 
to see her in a non -pert-soubrette 
role. Nicky Henson delivers the 
Playwright's lyrics with speech 
so musical and assured (occasion- 
ally breaking into real song with- 
out change of gear) that I wanted 
him to play Higgins in My Fair 
Lady at once; here, however, his 
role's baroque theatricality grows 
tiresome. A delighted first-night 
audience lapped up every 
damned little nudge and tizzy. 

Sponsored by the Really Useful 
Group. At the Donmar Ware- 
house, London WC2 (0171-369 
1732). 



Excellent Alexander Hanson and Janie Dee 
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■ BARCELONA 

EXHIBITIONS 
Fundadd Joan Mind 
Tet 34-3-3291908 . 

Joan Mird - Equilibrium In space: 
selection of works by Mird dating 
from the 1960s onwards which 
alms to show the relationship of 
his work to oriental culture; from 
Sep 1 9 

■ BERLIN 

CONCERTS 

Phffrtarmohie 

Tel: 49-30-2548 3354 • » . ■ 

• Alfred BrendefcTJerfbrm® a - 
programme of works for piano 
including pieces ty Liszt. 
Schumann and Haydn; Sep 21 

• Berlin Philharmonic Orchestra- 
conducted by Daniel Barenboim 
In works by Mozart, 

and Schumann; with v»!in soloist 
Thomas Zehetmain Sep22 . zj 

+ Rundftmk-Sinfbnieoronester 

Berlin; conducted by Udo 
Zimmerman in a programme 
including works by Zimm erman, 
LutoslawsW and Hartmann; 


Sep 19 

' DANCE 

• Deutsche Oper ’ 
Telr49^34384rCf1 
Oeutscf»;pper Ballet • 

■ programme of iwo works by' . 

■ Ma MjHiil- Concerto and Das 
; Lied yon der Ertie; Sep 19 

OPERA - • f 
Deutsche ' Oper 

:fet 49-3CW4384-Q1 . 

Atdaz-by VerdL Staged by 
GCfr Fnedrteh. wlfr sets and *" 
costumes by Pet Halmen; Sep 20 
v • Der Prtnz von Hpmburg: by • . 
•Henze. Conducted by Christian 
Thielemann in a staging by G&tz 
Friedrich; Sep 21 

■ BRUSSELS 

OPERA 

La Moiwata Teti,52-2-229 1211 
OteHo: by Verdi-New production 
conducted tiy Antonio Pappano 
in a staging by Willy: Decker. 

Cast includes Susan Chilcott as 
Desdemona; Sep 24 

■ CHICAGO 

OPERA 

Lyric Opera of Chicago 
Tel: 1-312-332 2244 
Nabucco: by Verdi. New 
production staged by Elijah 
Moshinsky and conducted by 
Bruno Bartoletti. Cast includes 
Maria Guteghina and Samuel 
Ramey; Sep 20, 23 

■ LONDON 

CONCERTS 
Royal Festival HaD 


Tel: 44-171-9288800 
Igor Oistrakh: the violinist 
performs Works by Mendelssohn . 
and Beethoven, with foe English : - 
Chamber Orchestra conducted 
by PhRfo Ledger; Sep 20 \ . 

DANCE .. 

Sadler's Wells at the -Peacock. 
Theatre Tel: 44-171-314 8800 . 
Les Ballets Trockadero de Monte 
Carlo: return visit of the aft-m^e 
touring corripafty. Programme ' ' 

* One features Swan lake Act .';--- 
Two, Esmeralda, The Dying Swan 
and Paquite; Sep19„2G. 
Programme Two features Act, 

Two from Giselle, The Dying 
Swan, Vivaldi Suite and Gaite 
Parisienne; Sep 22, 23, 24 

EXHIBITIONS 
Royal Academy of Arts 
Tel: 44-171-439 7438 
Sensation: Young British Artists 
from The Saatchi Collection. 
Showcase of works by some 40 
artists inducting Damien Hirst 
Marc Quinn, Mark Wal linger and 
Rachel Whiteread; to Dec 28 

OPERA 

Barbican Centre 
Tet 44-171-638 8891 
Lbs Arts Rorissants: partly 
staged production of Purcell’s 
King Arthur, directed by William 
Christie. Part of foe Golden Age 
weekend of baroque musrc; 

Sep 21 

Barbican Theatre 
Tel: 44-171-638 8891 
• The Royal Opera: GJuOo 
Cesare, by Handel. New 
production, directed by Lindsay 
Posner and conducted by Ivor 


Bolton, with designs by Joanna 
iparker. Cast Includes Amanda 
Roocroft and Ann Murray; Sep 
. -20, 23 

• The Royal Opera: Plafee, by 
Rameau. New production 
directed and choreographed by 
Marie Morris, conducted by 
Nicholas McGegan; Sep 22, 24 

■ LOS ANGELES 

OPERA 

L. A. Opera, Dorothy Chandler 
Pavilion Tel: 1 r 213-972 8001 
. • Fedora; by Giordano. La 
Bcafa production staged by 
David Edwards and conducted 
by Edward Downes. Cast 
includes Maria Ewing; Sep 20 

• La Bolteme: by Puccini. 
Revival of Herbert Ross's 
production, designed by 
Christopher Harlan and 
conducted by Williamo Vend Ice; 
Sep 19, 21, 24 

■ MUNICH 

DANCE 

Bayerische Staatsoper 
Tel: 49-89-2185 1920 
Bayerische Steals ballett In a 
programme of works by Hans 
van Manen - Concertante, Grose 
Fuge and Back Cake; Sep 21 

OPERA 

Bayerische Staatsoper 
Tel: 49-89-2185 1920 

• Aida’ by Verdi. Conducted by 
Roberto Abbado and directed by 
David Pountney; Sep 20, 23 

• Die Zauberflbte: by Mozart 
Conducted by Hans Drewanz in 
a staging by August Everding. 
with de&gns by JQrgen Rose; 


Sep 19.22 


■ NEW YORK 

EXHIBITIONS 
Guggenheim Museum 
Tet 1-212-423 3500 
Robert Rauschenberg: rriaipr • 
retrospective consisting of some 
. 400 works spanning foe artist’s 
50 year career. In which . • 
photography and' performance 
have been dominant themes. The 
exhibition begins at the Solomon.': 
R. Guggenheim Museum and 
continues at the Guggenheim 
Museum SoHo; from Sep 19. A- 
special installation of-The t/4 
mile dr 2 Furlong Piece is at Ace 
Gallery New York to Nov 9. 

Metropolitan Museum of Art 
Tel: 1-212-879 5500 
Picasso - The Engraver: 
Selections from the Mus6e 
Picasso, Paris. Around 150 
engravings, etchings and 
woodcuts created between 1900 
and 1942. The display includes 
sequences which show the 
development of individual 
images, and carved woodblocks 
and metal plates; to Dec 21 

OPERA 

Metropolitan Opera, Lincoln 
Center Tel: 1-212-362 6000 
Carmen: by Bizet Revival of a 
production by Franco Zeffirelli; 

Sep 22 

New York State Theater 

Tel: 1-212-870 5570 
• La Traviata: by Verdi. Revival 
of Renatta Scotto’s New York 
City Opera production, 
conducted by Emmanuel Joel; 


Sep 20 

• The Magic Flute: by Mozart 
New York City Opera revival 
Conducted by Derrick fnouye in a 
staging by Lotfi Mansouri; Sep 
19,20 

■ PARIS 

CONCERTS 

Op6ra National de Paris, Op6ra 
Bastille Tel: 33-1-44731300 

Orchestra de I’Op&a National de " 
Paris: James Conion conducts a 
programme of works by Strauss, 
RaveTand Brahms; Sep 23 

DANCE . 

Theatre das Champs E)ys6es 
Tel: 33-1-49525050 
B6jart Ballet Lausanne: 

Jerusalem, cite de la paix. 
Programme 1, with choreography 
by Maurice B6jarf Sep 19, 20. 
Gala evening, with Mikhail 
Baryshnikov and Sylvie Guillen; 
Sep 22. Programme 2, with 
choreography by B^art With 
soloist Mikhail Baryshnikov; Sep 
23, 24 

OPERA 

Opera National de Paris, Op6ra 
Bastille Tel: 33-1-44731300 

• Le Nozze di Figaro: by 
Mozart Conducted by James 
Cbnlon In a staging by Giorgio 
Strehler. Cast includes Anthony 
Michaeis-Moore and Barbara 
Bonney; Sep 20, 24 

• Turandot by Puccini New 
production by Francesca 
Zambello. Conducted by 
Georges PrStra until Oct 13, 
when Fabio Luisi takes over. 

With choreography by Alphonse 
Poulin and designs by Alison 


Chitty; Sep 22 


■ VENICE 

EXHIBITIONS 
Fondatione Giorgio Cfni 
Tel; 39-41-528 9900 
Venice - from State to Myth: 
beginning with symbols of 
authority such as Carpaccio's 
great Winged Lion of St Mark, 
ranging across portraits of the 
doges and nobles from the 16th 
through the 17th and 18th 
centuries, to a section devoted to 
the great 19th century travellers, 
.among them Turner, this grand 
display concludes with several 
modem works; to Nov 30 

■ TV AND RADIO 

• WORLD SERVICE 
BBC World Service radio for 
Europe can be received in 
western Europe on medium wave 
648 kHZ (463m) 

EUROPEAN CABLE AND 
SATELLITE BUSINESS TV 
Monday to Friday, Central 
European Time: 

• NBC/Super Channel 
07.00: FT Business Morning 
IOjOO: European Money Wheel 
Nonstop live coverage until 15.00 
of European business and the 
financial markets. 

17.30: Financial Times Business 
Tonight 

• CNBC 

0830; Squawk Box 
10.00: European Money Wheel 
18.00: Financial Times Business 
Tonight 
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COMMENT & ANALYSIS 



Philip Stephens 

Cast of outcasts 

Around the world, rightwing parties have foiled 
to come to grips with electoral rejection 


C onservatives are 
in trouble. They 
have forgotten 
how to win elec- 
tions. Lost without a social- 
ist enemy, they have fallen 
to fighting among them- 
selves. Newt Gingrich is a 
has-been. William Hague, 
the leader of Britain's Con- 
servatives, may turn out a 
never-wili-be. Only the fool- 
hardy would bet on a 
Republican replacing Bill 
Clinton in the White House. 
Tony Blair can write his 
own long lease on 10 Down- 
ing Street. 

So bad has it got that 
such distinguished torch- 
bearers of the right as the 
American Enterprise Insti- 
tute and the Heritage Foun- 
dation are convening the 
very first “International 
Conservative Congress”. It 
meets in Washington late 
this month, its task to “rein- 
vigorate conservatism 
worldwide”. Margaret 
Thatcher and William 
F. Buckley Jnr head the 
cast 

Such soul-searching is the 
fashion in the US. The 
Weekly Standard, a 
respected journal of the 
American right, recently 
posed the question; “Is there 
a worldwide conservative 
crack-up?" It invited two 
dozen, mainly sympathetic 
political think ers and prac- 
titioners to give their ver- 
dicts. Most concluded the 
position was recoverable. 
Yet the prescriptions were 
almost as numerous as the 
authors. 

So we can expect a pretty 
sombre occasion. The theme 
for the opening session. 
Why Conservatism is Fail- 
ing. gives a flavour. Baron- 
ess Thatcher has kept her 
following on that side of the 
Atlantic. Americans always 
loved her more than the 
ungrateful Brits. But she is 
from an age of black and 
white in a world which has 
become accustomed to 
Technicolor. The Conserva- 
tive party she led to three 
consecutive victories lies 
shattered in defeat. 


It is not much better else- 
where. In Washington, the 
Republican Congress is rud- 
derless. Mr Gingrich’s Con- 
tract with America a char- 
red memory. Mr Clinton 
may be under siege, but he 
will always outsmart an 
opposition which cannot 
decide whether it represents 
the moral, or the real, 
majority. Thus the presi- 
dent now claims welfare 
reform and a balanced bud- 
get as his own. 

In Europe, two-thirds of 
the 15 European Union 
nations have governments 
of the centre-left. Helmut 
Kohl hangs on in Germany, 
but the coming man there Is 
Gerhard Schroder, the 
social democratic prime 
minister of Lower Saxony. 

Who cares, some of you 
will say. Conservative politi- 
cians may be outcasts, but 
conservatism is safe: in 
office. President Clinton, 
prime minister Blair. 
Romano Prodi of Italy - 
they have all coopted the 
policies of the right. The 
economics of sound money 
and free markets are safe. 
Small government is still 
the vogue. Even France's 
Lionel Jospin, the nearest 
Europe has to an old-style 
socialist, has lately been 
tacking to the right. It is the 
ideas that count not the per- 
sonalities. 

There is nothing new in 
the phenomenon of politl- 

By and large, 
electorates across 
the western world 
do not want 
big government. 
But, and this is 
crucial, they 
do want some 


government 




clans winning the battle of 
philosophies but losing the 
fight for power. Postwar 
welfarism was bom of the 
ascendancy of the left But 
it became a part of the polit- 
ical furniture only when it 
was entrenched by parties 
of the centre-right. Turn 
that around, and Mr Blair's 
election marked Lady 
Thatcher’s final victory. 

Up to a point The pur- 
pose of politics is power. To 
be in opposition is to be 
impotent The big postwar 
ideological divide over the 
respective roles of state and 
market may have been 
bridged, but there are still 
plenty of things to argue 
about. To say that Messrs 
Clinton and Blair have been 
obliged to accept much of 
their inheritance is not to 
say they are governing as 
the opponents would have 
done. Those who quarrel 
with that should take a look 
at say, the way Mr Blair’s 
constitutional reforms are 
remaking Britain’s political 
landscape. 

The point about these pol- 
iticians is that they have 
buried ideology. Thus Mr 
Clinton could promise in 
Chicago last summer that 
the era of big government 
was over. And Mr Blair can 
dismiss as obsolete the 
“grand 20th-century ideolo- 
gies of left and right”. What 
counts is what works. 

This retnvention of the 
centre-left as offering solu- 
tions Instead of ideologies 
carries a profound message 
for conservatives. By and 
large, electorates across the 
western world do not want 
big government. But, and 
this ts crucial, they do want 
some government 

The global marketplace 
and the accelerating pace of 
technological innovation 
have brought economic 
Insecurity to the middle 
classes. Flexible jobs disrupt 
traditional patterns of fam- 
ily life; the state, not the 
market educates the work- 
force. The bedrock constitu- 
ency of the right has begun 
to rediscover some of the 


merits of collaborative, if 
not collective, endeavour. 

Conservatives have 
always struggled to recon- 
cile economic liberalism 
with protection of the famil- 
iar institutions of society. 
Albert Hirschman, the 
American political scientist, 
calls the conundrum the 
“the self-destruction thesis". 
Traditionalists in the 
Thatcher cabinets knew 
what he meant. She was a 
Maoist as much as a Tory. 

The Clintonites and Blair- 
ites have learnt the lesson. 
People (or at least those not 
reliant on welfare and most 
likely to vote) may have 
come to accept that the 
state can. no longer be quite 
so munificent. But they 
want it to stick around as a 
“facilitator" and "enabler". 
The conservative response 
to the economic and social 
uncertainties of the age has 
been a shrug of the shoul- 
ders. That’s life. 

The centre-left has offered 
solutions. Whether they will 
work, we do not yet know. 
But there should be no sur- 
prise in voters deciding to 
give them a chance. After 
all, Alan Greenspan, no less, 
is now a follower of the dis- 
tinctly new leftish fashion 
for lifelong learning. 

Conservative politicians 
are in d enial. In the US, the 
battle that counts ' is 
between the religions, reac- 
tionary right and moderate 
Republicanism. In Britain, 
the remnants of the Conser- 
vative party is in shock. 

Mr Hague seems to think 
the answer lies in better 
public relations and a mod- 
ernised party organisation. 
He is wrestling with his 
inexperience. These things 
matter, but only if you have 
a story to sell. I think the 
scathing reaction to Mr 
Hague's fumbles reflects a 
deeper doubt Does he have 
a project, to borrow Mr 
Blair's favourite cliche, to 
recalibrate conservatism for 
the times? Not yet it seems. 
But then if he makes a trip 
to Washington he’ll find he 
is in plentiful company. 



Jermyn Street quality at affordable prices 


Y uu do iku have uj pay Jermyn Sum 
prices for a superbly finLhed shin. 
By dealing direct, we avoid London's 
expensive Wsi End overheads and pass 
the benefit on to you. Yet we forfeit 
none of the quality. 

The Finest Materials 
Money Can Buy 

For example, our double cuff shirts are 
made from pure two-fold cotton, the shirt 
fabric chosen by the world's most famous 
shinmakers. Ils rich lustre and silken feel 
make it cool and comfortable to wear ail 
year round, yet this quality of cotton 
poplin stands up to years of use. 

The James Meade Men's C Ids ms 
catalogue contains 32 pages of clothing 
of outstanding quality. Whether it be 
shins, knitwear including Cashmere, 
trousers, nightwear, jackets or accessories 
that you are looking for, it is all here in 
Men’s Cbssics and all made from the 
very finest materials money can buy. 

The Classic Jemtvn Street Collar 
Our shins feature a 
traditional Jermyn 
Street collar. With 
removable collar 
stiffeners and sewn 
in linings, the 
collars sit is 
perfectly as any 
you have ever 
worn. And you 
can chouse from a wide range of double 
or single culK 



Single needle 
felling 



Split wlefiira<mfnrt 
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Attention to Detail 
Stripes and checks are 
matched and side seams 
and sleeves are stitched 
with what we call twin 
needle stitching: two 
rows of stitches for security and a very 
neat finish. And arm holes are single 
needle felled in rime honoured fashion. 

Split Yokes for Comfort 
The bad of the 
shin features a 
double split yoke 
and tucks, which 
provide maximum 
comfort. The 

material, cut on the bias, literally 
expands and contracts as arms and 
shoulders are stretched and relaxed. 

Choice of Sleeve Length 
We offer our shirts in sizes 1 4tyf to IS” 
and in up ro seven sleeve lengths to 
ensure your shin fils you as if it had been 
made-to-measure. Generous in cut. the 
tails on these shirts are the longest you’ll 
find. So they stay where they should, 
tucked in - no skimping on material here. 
The net result is a shirt that is 
tremendously comfortable to wear. 

The Finishing Touches 

For the ultimate mark 
T&9 Cj of distinction >ou can 
'■** ^ ask us to embroider 

Stvhxlt cliMereJ JW 00 - vour 


that most orders are despatched within 48 
hours and our no quibble guarantee are 
all part of our commitment to service. 
Don’t delay, order your FREE catalogue 
today to take advantage of our 
introductory offer. 



* 5 : 01264 333222 


Simply complete this coupon 
and send it ro: James Meade 
Limited. FREEPOST 
(SN I67h). Andover. 
Hampshire. SPIO 5BR 
and we will vend you 
your FREE copy of 
Men's Cloak's. 

Or telephone as wi 

01264 333222 
quoting reference no 
BMFTCR. or fax this coupon to us 
on 01261 363200 - respond today lo take 
advantage of our special introductory offer. 
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Cultural bridges key to future of 
Israeli -Arab business ventures 


From Mr Riccardo SqttitierL 
Sir, Michael Porter's focus 
(Personal View, September' 
16) on recent Israeli- Arab- 
joint business ventures, the 
need for companies in the 
region to be more pro-active 
in seeking expansion, and 
the need for Arab govern- 
ments to liberalise their ■ 
countries' economies, cannot 
in itself prescribe a viable 
plan far peace and prosper- 
ity in the Middle East Cul- 
tural bridges between 
Israelis and Arabs will have 
to be baflt before these 
developments can take ' 


place. Theoretical arguments 
wtH not suffice in guiding 
political will towards greater 
Integration and. by omitting 
the cultural context in 
which economics operate, 

Mr Porter devalues the real 
difficulties faced in estab- 
lishing in tra- regional 
cooperation. 

Many Arab states remain 
orientated toward command 
economies, unready for the 
competition of a market 
economy. Economic security 
is still a higher value than 
economic freedom. 

In Egypt for example. 


Nasser's social contract is 
still deeply embedded in pop- 
ular consciousness. Accom- 
pany ing this mentality is the 
tendency to equate foreign 
capital, personnel and influ- 
ence with imperialism, ff 
thoco attitudes prevail with 
respect to the US and 
Europe, they are overwhelm- 
ing with respect to Israel. 

Israelis also have cultural 
and psychological problems 
to overcome. First is the 
Israeli fear of the culture of 
violence which is assumed to 
prevail in the Arab Moslem 
world, reinforced by the 


increase in terrorism both 
inside and outside IsraeL 
In addition, there are the 
cultural stereotypes that 
Israelis have been fed of the 
backwardness of Arab soci- 
ety. If Arabs have an exag- 
gerated sense of inferiority 
toward Israel, Israelis have 
an exaggerated attitude of 
superiority, which will not 

help build bridges. 

Riccardo Squitien, 

78 Kennedy Gardens. 
Sevenoaks, 

Kent TN13 3UG. 

UK 


Emu: run on currencies pointless 
since they will no longer exist 


From Mr Bernard Connolly. 

Sir, Samuel Brittan quotes 
me (“Cloud over the euro”, 
September U) as believing 
tiie euro will be a bad cur- 
rency. That is indeed my 
belief, but not for the rea- 
sons advanced in his article, 
which is based on an argu- 
ment by Walter Eltis about 
speculation-driven c ur rency 
conversion in the period 
from -1999 to 2002. 

Richard Portes (Letters, 
September 15) rightly 
emphasises that Emu is not 
just another fixed-rate sys- 
tem, since the participating 
central banks have a legal 
obligation to exchange bank 
notes at no cost at the offi- 
cial conversion rates as long 
as Emu exists. But even if 
markets thought an Emu 
break-up was oertain, there 
would still be uo incentive 
for a mass ran out of suspect 
currencies, as Samuel Brit- - 
tan puts it. for the simple 
reason that national curren- 
cies cease to exist from Jan- 
uary 1 1999, if the single cur- 
rency starts then. ' 

Notes and hank deposits 
labelled, for instance, 

D-Marks or French francs 
will exist until 2002. But ask- 
ing one's bank to push a but- 
ton on a computer and con- 
vert franc-denominated euro 
deposits into D-Mark- 
denomimted euro deposits 
does not provide a way of 
acquiring D-Marks ahead of 
an expected break up. There 
is no more significance in 
such a conversion than there 
would be in deciding to 
express sterling holdings in 
pence rather than pounds. 

If there is a break up, the 
euro, including D-Mark- ' 
denominated euros, will also 
cease to exist What, If any- 
thing, one gets in return for 
one’s earo holdings is 
entirely, like the question of 
what East German residents 
got for their Ostmarks in 
1990. a matter for the politi- 
cal discretion of the newly- 
sovereign ex-member gov- 
ernments. People who 
attempt to “speculate” via 
pre-break up conversions 
into D-Marfc-denominatod 
euro deposits, for example, 
would almost certainly have 
no claim whatsoever on the 



German nffirfai issuers of 
“new” D-Marks. If their 
PM ar fc-d enomina euros 
were to have any value at all 
after a break up, it would 
only be because the authori- 
ties of their country of resi- 
dence or nationality decided 
to convert those euros, at a 
discretionary rate, into 
“new” francs, “new” lira or 
whatever. 

Bernard Connolly, 
executive director and 
senior economist, 

AIG International, 

9 Thomas More Square, 
Thomas More Street, 

London El 9WZ, UK 

From Mr Dieter Guffens. 

■ Sir, Several economists 
recently argued that there is 
no relationship between bud- 
get deficits and the stability 
of currencies (“Cloud over 
the euro” by Samuel Brittan, 
September II) and also Paul 
De Grauwe (July 11). There- 
fore, the Emu entry criterion 
of a budget deficit of no 
more than 3 per cent of gross 
domestic product is claimed 
to be irrelevant for the sta- 
bility erf the future European 
currency. 

Both theoretical and 
empirical evidence suggests 
otherwise. From a theoreti- 
cal point of view, there is a 
relationship between fiscal 
policy and inflation through 
the government’s inter- 
temporal budget constraint 
Put simply, a given level of 


budget deficit can be 
financed either by borrowing 
or by a higher level of infla- 
tion which erodes the real 
value of the deficit Since the 
debt ratio to gross domestic 
product cannot rise without 
limi ts, higher budget deficits 
sooner or later must lead to 
higher inflation. In turn, 
higher inflati on eventually 
leads to a depreciation of the 
currency. 

Empirical evidence sup- 
ports this intuitive argu- 
ment The budget deficits of 
the EU member states and 
their currencies’ exchange 
rates between 1980 and 1996 
reveal a statistically signifi- 
cant relationship between 
fiscal policy and the external 
value of the currencies. 

Every percentage point 
added to the budget deficit 
leads on average to an extra 
cumulative depreciation of 7 
percent 

The lesson is clear. 
Although it does not matter 
whether an Emu candidate's 
budget deficit in 1997 is 3 per 
cent or, say. 32 per cent of 
GDP, an orthodin fiscal pol- 
icy is needed to ensure the 
internal and external stabil- 
ity of the euro. There are 
many good reasons to reduce 
budget deficits, and a stable 
euro is one of than. 

Dieter Guffens, 
economist, 

Kredletbank, 

Arenbergstraat 7, 

B-1000 Brussels, Belgium 


Norway’s political divisions over EU 


From Mr Nick Sitter. 

Sir, Your article cm the 
Norwegian elections rightly 
focuses on the problems of 
building a centre-right coali- 
tion (“Norway embarks on 
horse-trading”. Septe m ber 
17). 

However, let me make 
three brief points: 

• The omission of the ques- 
tion of Norway’s relation- 
ship with the EU is surpris- 
ing. The Schengen 
agreement and Norway’s 
veto over the application of 
new EU internal market leg- 
islation to Norway under the 


European Economic Area 
are key elements of Conser- 
vative-Centre divisions. 

• The Labour party is not 
the only jparty in the Stor- 
ting reluctant to spend the 
oil fund. The Conservative 
party shares this view, in 
contrast to the centre par- 
ties. 

• Though the party's offi- 
cial En glish name is the 
“Christian Democratic Party 
of Norway”, the widely used 
word-by-word translation 
“Christian People's Party” is 
less misleading as it avoids 
confusion with the continen- 


tal European Christian 
Democrat political tradition. 

The Norwegian party 
focuses more on moral and 
religious dimensions than 
its continental “counter- 
parts”. This includes strong 
opposition to the European 
Court of Justice’s expected 
ruling against the state 
monopoly on sale of wine 
and spirits. 

Nick Sitter, 
lecturer in politics, 
American University 
(Washington DC.), 

London. UK 


Sound case for ending banana re gime 


From Mr Julian Roche. 

Sir. Recent coverage of the 
World Trade Organisation 
ruling against the EU 
banana regime has stressed 
the potential impact on 
Caribbean countries of a free 
market As an independent 
commodities specialist I see 
four principal arguments 
against the continuation of 
the EU regime. 

First, central American 
banana farmers on contract 


to multinationals have been 
discriminated against for 

decades and their living 
standards have consistently 
suffered as a result 
Second, if the EU wishes 
to aid the Caribbean, subsi- 
dies and tariffs for ineffi- 
ciently produced products 
are a wholly unsatisfactory 
way to do so. Caribbean gov- 
ernments are already prepar- 
ing for a long overdue 
rationalisation of their 


banana production. Third, 
EU consumers are being 
denied choice and keen pric- 
ing in their domestic mar . 

kets. Fourth, the EtJ needs 

to throw its weight behind 
the WTO, as on a net global 
basis it is a beneficiary from 
freer trade. 

Julian Roche, 

19 Doe Copse Way, 

New Milton, 

Hampshire BH25 6GN, UK 


Pay your money and take your choice 


From Mr Walter Wright 
Sir, Further to Lex’s com- 
ments on BTR's proposed 
disposals (“BTR", September 
12 ), It looks to be pretty 
much a toss-up whether it 
will be selling the right 


companies or not. 

If that is the case, why sell 
anything? Just package the 
unwanted businesses and 
demerge them in one com- 
pany. Cal] it “The Disposals 
Group pic" and there’s a 


good chance that it will do 
as well as the more purpose- 
ful parent 

Walter Wright 

188 Court Road, 

Orpington, Kent UK 


Clever - at 
least in 
theory 

From Mr Guy ManueR 

Sir, In his book review 
(“Two rights don't make a 
wrong”, September 12). Tony 
J acks on observes that, in 
formulating his et hic a l prin- 
ciples, author Professor 
Ji. Badaracco “leans 
heavily on the unlikely trin- 
ity of Aristotle, Machiavelli 
and Nietzsche. The result 
sometimes reads like a 
beginner's guide to philoso- 
phy.'' 

Ethical choices (especially 
those between right and 
right) are difficult They are 
choices in the real world, not 
academe. Their credibility 
often comes down not so 
much to the intellectual 
cleverness (or rat cunning) 
of a particular course of 
action as to the strength of 
the moral principles on 
which the choices were 
made even if those choices 
are subsequently criticised. 

Prof Badaracco’s choice of 
this “unlikely trinity” for his 
Intellectual foundation 
causes me to observe that 
while his book may provide 
clever solutions to his read- 
ers’ ethical dilemmas, it may 
not give them much comfort 
when they implement them. 

Guy MannelL 
25 Westell Street 
Hyde Park SA 5061, 
Australia 


BA equally 
concerned 
by delays 

From Mr Robert Ay ting. 

Sir, I would like to assure 
Mr Vernon (Letters, Septem- 
ber 18 ) and all your other 
readers that we have every 
sympathy for any customer 
whose flight is delayed. We 
are wholly committed to the 
interests of our customers 
and to delivering a world 
class service to them. We are 
equally deeply concerned 
about the root cause of the 
length of delays described in 
Mr Vernon’s letter. These 
are largely due to the cur- 
rent problems being experi- 
enced by air traffic control, 
not only in the UK but all 
over Europe. 

While we have undoubt- 
edly been operating in a dif- 
ficult environment lately, I 
am pleased to say that the 
punctuality record of British 
Airways compares favoura- 
bly with other world air- 
lines. 

I am equally glad that Mr 
Vernon recognises, as we do, 
that safety must always be 
our overriding priority and 
that it is better, as he says, 
to “delay a flight to fix a 
fault than to take a risk «mri 
fly with it”. Contrary to Mr 
Vernon’s suggestion, how- 
ever, our maintenance proce- 
dures exceed all industry 
norms and are acknowledged 
to be among the best in the 
world. 

We are at the forefront of 
action to improve air safety 
^riher, and British Airways 
aircraft operating on Euro- 
pean routes wffl be among 
the Erst in the region to be 
equipped with the state-of- 
the-art Traffic Collision 
Avoidance System (TCAS). 
Safety is and will always 
remain our top priority. 

Parfrom disregarding pas- 
sengers’ Interests, every- 
thing we do is driven by our 
commitment to serve our 
cust ome rs, hence our £6bn 
investment programme to 
improve our service further. 

RJL AyHng, 
chief executive, 

British Airways, 

Speedbird House (S210), 

FO Box 10, 

Heathrow Airport, 

Hounslow, 

Middlesex TW6 2JA, UK 
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In . the early . 19th century, 

| China's was the biggest econ- 
omy in the world. In Its World 
Economic Outlook, the Interna- 
| tianal Monetary Fund suggests 
that jtt win be so once »gafn, 
early in the next cent u r y . Chi- 
na's rise has been the most 
. important economic event of 
the past two decades. The ques- 
I tion is whether It will continue. 

Arriving in Hong Kong, now 
again part of China, delegates to 
this year’s annual meetings of 
| the World Bank and IMF will, 
want to know the answer. To 
help them, comes a report from 
the World Bank on China in 
2020. Its tmpHari conclusion is 
sober: continued success is pos- 
i sible, but uncertain. More 
important radical reform Is not 
the risky option. To do little or 
nothing would be far riskier. 

China Is. says the World 
Bank, in the midst of two his- 
toric transitions - from a rural 
to an urban society and from a 
command economy to market- 
based one. But there is another, 
although the World Bank is 
unable to say so. China must 
also make the transition from a 
communist dictatorship to a 
more open and politically 
responsive society. 

The good reason for believing 
all this is manageable is what 
China has already achieved and 
the strengths it has displayed in 
doing so. China has been dou- 
bling its income per head every 
ten years. It has done so not 
'just an the basis of its excep- 
tionally high savings rate of 
about 37 per cent of gross 
domestic product, but also on 
that of high productivity growth 
and a substantial reallocation of 
labour from agriculture to 
urban activities. In only 18 
years, agriculture’s share of the 
workforce fell from 71 per cent 
to about 50 per cent 

Growing inequality 
Yet the task ahead must 
never be underestimated In a 
country as vast and diverse as 
this. Inequality is growing, par- 
ticularly between urban and 
rural areas, with average 
incomes in the former exceed- 
ing those in the latter by a ratio 
of four to one. China's environ- 
mental challenges are also 


immense, with the costs of air 
and water pollution estimated 
at 3-8 per cent of GDP. 

In practice, only continued 
rapid growth is likely to make 
the resolution of all these chat 
lenges feasible. Here the biggest 
immediate obstacle is reform of 
state enterprises. 

There is a close link, for 
example, between Insolvent 
banks and failing state enter- 
prises. Because the government 
is desperately short of revenue, 
it has forced banks to finance 
such enterprises. That. In turn, 
has led to a mountain of bad 
loans, which has left China's 
principal financial institutions 
technically bankrupt. 

Three challenges 

State enterprise reform is also 
closely connected to labour mar- 
kets, since fear of rising unem- 
ployment has discouraged the 
government from pursuing 
these vitally needed reforms 
Again, the collapse of state 
enterprise profitability lies 
behind the government's fisnai 
difficulties, both on the spend- 
ing and revenue sides. It is 
driven to help such enterprises 
particularly large ones, having 
earlier lost their contribution to 
revenue. 

Yet even reform of state 
enterprises must be seen as a 
part of three broader chal 
lenges^ These are to encourage 
the spread of market forces, 
deepen integration with the 
world economy, and redirect the 
government away from its role 
in production towards making 
markets work better. 

.In essence, a government 
whose rfahn to power is fidelity 
to Marx must, instead, devote 
itself sing! e-min dedly to creat- 
ing the underpinnings of the 
market. Above all, it must 
accept and enforce the legiti- 
macy of private prope rty , with- 
out which China will foil to sus- 
tain the growth it needs. This, 
in turn, requires establishment 
of the rule of law and so, fin: the 
first time, constraints on the 
discretion of Chinese officials. 

China has achieved much. 
But It has far more still to do. 
Success may be in everyone’s 
interest, but nobody should 
beb’eve it is guaranteed. 


Consolidating 

accounts 


i It is easy to see why Price 
Waterhouse and Coopers & 
Lybrand plan to merge into the 
, world's biggest accounting firm. 
It is less easy to applaud, not 
least because of the threat to 
competition in the UK. 

Since the last big merger 
wave in accountancy, it has 
been generally accepted in the 
profession that there is more 
consolidation to come. An oligo- 
ply of six global accounting 
firms is obviously less stable 
thpn owe of three or four. 

This proposed merger would 
have a number of advantages 
i for the participants. For Price 
Waterhouse, the smallest of the 
Big Six, it Elimina tes the risk of 
dropping out of the global 
I league. For both firms, it offers 
advantages of fit, both geo- 
graphically and among special- 
ist practices. Together, both 
, would be better equipped to face 
up to the increasing investment 
demands of building true global 
networks and strong consul- 
tancy arms. 

By moving ahead of the pack, 
Coopers and PW raise the 
| stakes for the next potential 
merger partners. To the compe- 
1 tition authorities an industry 
consolidation, from six leading 
participants to five is obviously 
less threatening than one from 
! five to four. 

Nagging worry 

The most important motive, 
however, must be the nagging 
worry among all the big 
accounting firms that they are 
promising their clients more 
. than they can deliver. Multina- 
tional companies want their 
accounting firms to provide 
seamless auditing and consul- 
l tancy services around the 
world. Although the largest 
firms have made big strides in 
breadth of coverage and co-ordi- 
nation, they fall short of their 
ambitious claims. . 

Most still operate as unwieldy 
federations rather than *“> 
smoothly operating machines 
their promotional bro ^S 
suggest. Even the most tightly 
i integrated erf the Big Six, . Ander- 
I sen Worldwide, is badly split 
! between accountants and man- 
I agement consultants. 


The problem is not one of 
scale so much as of manage- 
ment and structure. PW and 
Coopers will not resolve this 
issue merely by becoming the 
biggest accounting firm. Indeed, 
expansion to 8£0Q partners will, 
if anything, make the combina- 
tion even more unwieldy. In 
resolving this problem, the 
terms of the merger and the 
organisation and remuneration 
structure of the new firm - both 
still to be settled - will be the 
crucial issues. Much careful 
design work lies ahead. 

Significant drawback 

In one respect, indeed, the 
size of the merged firm is a sig- 
nificant drawback. The com- 
bined operation would have an 
unacceptable degree of domi- 
nance over large British compa- 
nies, auditing roughly half the 
members of the FT-SE 100. 

Not only is this undesirable 
on competition grounds; it will 
also allow the merged firm to 
exercise an unhealthy degree of 
influence over the standards 
and practices of the profession 
as a whole. Big British compa- 
nies - which have most to lose 
from this o ver-concentration - 
should encourage the competi- 
tion authorities to scrutinise the 
proposed merger rigorously, and 
insist on a reduction of the com- 
bined firm's market share. 

In other markets, the merger 
poses fewer competition issues. 
But it highlights yet again the 
way in which accounting firms 
use their audit practices as gen- 
erators of consulting work. As 
accounting firms get larger, the 
risk of abuses of this position 
get bigger. By agreeing to 
merge, PW and Coopers have 
brought the issue back to public 

attention- 

As private partnerships, the 
Big Six have largely unfettered 
scope to make and remake their 
business structures. But they 
are now so large that their size 
and influence is a legitimate 
matter of public concern. In pro- 
posing their merger. Price 
Waterhouse and Coopers and 
Lyfrrand have highlighted this 
issue. Neither competition 
authorities nor clients should 
let the matter drop. 


COMMENT & ANALYSIS 


Liffe or death struggle 

Eiurope’s largest derivatives exchange is preparing for a big fight 
against screen-based rivals, say Edward Luce and Samer Iskandar 


O n a London trading 
floor the size of a 
football pitch, 
young men in red, 
orange and green 
jackets leap up and down, yelling 
and gesticulating. In Frankfort, 
meanwhile, a computer in a cup- 
board whirs quietly, and traders 
around the world connected to it 
sit clinking at their screens. 

If you were to judge by sound 
and fury alone, the London Inter- 
national Financial Futures and 
Options Exchange would be 
unbeatable. With its teams of 
traders in different coloured jack- 
ets, Liffe 's trading system roars 
with energy and bustle. 

Yet the system used by 
Europe's biggest derivatives 
exchange is under serious chal- 
lenge. The volume of contracts 
traded on the exchanges lfrikpfl 
to that Frankfurt computer will, 
within a year, surpass the 
amount of business traded In 
London. Threatened by the emer- 
gence of electronic screen-based 
derivatives trading in continental 
Europe, Liffe is squaring up for 
the biggest battle in its existence. 

It is a battle between 
exchanges: Liffe on the one band; 
three continental rivals. Deut- 
sche TerminbBrse (DTB), Matif 
and Soffex, on the other, it is a 
battle of cities and business tradi- 
tions: “ Anglo-Saxon” London on 
the one hind; Frankfurt, Paris 
and Zurich on the other. Above 
aJL it is a battle of trading philos- 
ophies between London's “open 
outcry* system based on 
face-to-face trading and the tech- 
nology-based systems operating 
in continental Europe. 

At stake is the future of the 
business of trading derivatives, 
futures and options - that is, the 
sale and purchase of contracts 
based on underlying instruments 
such as shares, bonds and inter- 
est rates. This business has 
grown exponentially in recent 
years because the explosion in 
cross-border financial flows has 
fuelled d eman d for instruments 
that can protect the value of 
investments against adverse 
price movements in the financial 
markets. The daily value of the 
underlying instruments traded in 
the global derivatives markets 
now approaches $i,000bn. 

Earlier this week, DTB. Matif 
and Soffex announced a tie-up 
that would create a derivatives 
trading market to rival London's. 
The venture was presented as an 
explicit challenge to Liffe’s domi- 
nance of the European deriva- 
tives market 

The continental exchanges 
announced they would launch 
joint products, which would be 
traded exclusively on their elec- 
tronic systems. Continental 
Europe, in other words, is not 
only challenging London for 
supremacy of the derivatives 
business in Europe. It is also 
challeng in g the relevance of pit 
trading in the world. 

Proponents of screen-based 
trading say the tide is moving 
th eir w ay. JOrg Franke, director 
of DTB in Frankfurt, which was 
considered the prime mover 
behind Wednesday's tie-up, 
claims that it is five to seven 
times more expensive to trade on 
an open outcry system than on 
an electronics-based one. DTB 
franks np by pointing to the 
fact that its share of trading in 
the futures contract on the 
benchmark 10-year German gov- 
ernment bond has gradually 
caught up with Liffe’s share over 
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the past 12 months. Trading in 
the contract is now divided 
almost equally between the two 
exchanges; DTB has 47 per cent 
of the market. 

The derivatives business is not 
the only one in which an elec- 
tronic system is changing trading 
methods. On October 22, the Lon- 
don Stock Exchange will intro- 
duce an electronic share dealing 
system which will change the 
way brokers trade shares - 
though in that case, the auto- 
matic dealing system will replace 
a telephone market rather than a 
face-to-face one, which Liffe uses. 

In both cases, the advantage 
claimed for the electronic system 
is the same: it is cheaper. Advo- 
cates argue that customers - 
mostly banks, large institutional 
investors and corporate treasury 
departments - are becoming 
increasingly sensitive to price. 

Etienne Deniau, deputy manag- 
ing director at Fixnat, the deriva- 
tives brokerage arm of Socidtd 
Gtoferale, the French bank, says 
that the electronic system is 
clearly gaming converts, pointing 
out that even Liffe has intro- 
duced an after-hours screen- 
based facility for its traders. 
‘'Ironically it is probably one of 
the best electronics systems 
available,” says Mr Deniau. 

Alex Cooper, manager at Tul- 


lett & Tokyo Futures, a trading 
bouse with a strong presence on 
Liffe’s floor, says he was “sur- 
prised Liffe let itself be manoeu- 
vred into a position where open 
outcry versus electronic trading 
is the issue”. 

More importantly, however. Mr 
Deniau says the tie-up between 
the continental three provides 
vital competition for the market 
in advance of European mone- 
tary union. “At last Liffe has a 
genuine competitor,” he adds. 

As the markets increasingly 
accept the probability that Emu 
will go ahead on time, Europe's 
derivatives exchanges have been 
spurred towards cooperation by 
the worry of overcapacity after 
the euro comes into existence. 
The abolition of as many as 13 of 
Europe’s currencies in January 
1999 is expected to lead to a dra- 
matic shrinkage in European cur- 
rency-related derivatives trading: 
With just a handful of currencies 
to bet on, volatility is expected to 
diminish . This will drastically 
reduce the need for hedging 
Instruments in Europe alter 1999. 

Officials at Matif and the DTB 
say that the tie-up will benefit 
from the extra liquidity offered 
by merging the three exchanges. 
The three mil adopt a common 
clearing system and settlements 
facility and put in place a for- 


mula for revenue-sharing. More 
importantly, brokers will be able 
to access all the products at afl 
three exchanges simultaneously. 
“We are concentrating our mar- 
kets so we can offer the most 
liquidity,"' says Mr Franke. who 
mischievously adds Liffe would 
be welcome to sign up to. DTB’s 
electronic system at “any time”. 

In spite of the challengers’ con- 
fidence, Liffe thinks that it has 
advantages which will enable it 
to stave off Its rivals. Since it was 
founded in 1982, Liffe has estab- 
lished it se lf as the dominan t mar- 
ket in Europe, especially for 
options and short-term interest- 
rate contracts. 

Between 1982 and 1994, Life's 
growth averaged 50 per cent a 
year. Total trading volumes on 
the exchange rose tenfold 
between 1988 and 1994. 

The exchange really took off 
after the 1388 Big Bang which 
propelled London to the top posi- 
tion, challenging the world's 
leading flnanrini centres such as 
New York and Tokyo. 

T-iffo offered liquid- 

ity on most of its products, allow- 
ing traders and investors to buy 
or sell the equivalent of billions 
of dollars in seconds. This was in 
large part attributed to the pres- 
ence of so-called locals - floor 
traders who speculate with their 
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■ It’s been a meteoric rise tor , V ; 

Nick Moore, who’ll heafftbe- ' A ' 

world's, largest ccfflectiatiuf V ; \ < successor to Christian Blanc as ' 

bean-counters if. the meager ';± . Afa^Fm«»chaifman. has ended; 
between Coopers ALybrand and. . 53-year-ofd Parisian Jean-Cyril . 
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,The man who’s been, at v , f ; -• 


days of 3968 is by all accounts n. • 
serious, undemonstrative type- 
There’s no doubLthat Coopera is- 
the senior partner in the - : * 
proposed marriage, butffTLbe 
interesting to seehowwefl. 
Moore works with PW*s Jim \ 
Scbiro, the tough New Yorker 
who'll be chief executive if the 

deal goes through. 

The two Americans wffi have ; 
to wok haaMttgjQfye tq make a 
go of fee mega -merger. Keeping 
track of an arganisatiOTwith - 
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opinionated partners to plaeate 


to be chief of staff to Michel 
Delehanp. the former Socialist 
. mhrfstmrec^itiy charged with 
dmsDafinr France Telecom’s 
employees uver its partial sale. 

. Third, he has “form" in the air 
transport industry as head of Air 
Tnter.'the state-owned domestic 
carriar.betWeen 1990 and 1993. 

■: Most will see this hands-on 
experience as an asset. On the 
other hand, Blanc started as an • 
air transport neophyte, and he’s 
. gain&fco be a tough act to follow. 


Distant gun 

'JR. Free market guru Milton 
Friedman is keeping his distance 
•from the BfFfWorld Bank 
jamboree in Hong Kong: he 
idetiveredJus keynote address to 


a business conference yesterday 
by live satellite link across-tbe 
Pacific. His speech was strong 
;-rtuff. The sister bodies wes« 
friends of government and -. . 
-enemies of privatisation. Both v 
■ should just be scrapped, 

- Maybe U was just as weflthe ' 
forthright Friedman didn’t get 
. too dose to IMF/Wcrid Bank : 
^officials: what withjhfi Thai, . ' 
' financial crisis and economic 
• upheaval in the region on their 
plates, their tolerance must be a 
frifle stretched. 


No protection . 

■ Tough budget cuts under the 
IMF aid package are hitting ail 1 * 
sectors of Thailand’s economy: 
now the number of free condoms 
provided to brothels is to be 
reduced from 50m to 10m a year.- 
It seems that, in spite of pledges , 
to maintain spending on health - 
and education, the Aids ' • 
prevention and control budget ' N 
has to suffer along with 
everything else. .' 


’• : quite the tiling for an institution 
> tba± ; a going to be tfiffing 
; .everyone . to tighten their belts. 

. Goffmad e x ec uti ves have put 
. up a rearguard action: just 
■t ( where, they’ve bear asking, are 
■theysupposed totakecontacts 
for timeeAitaT business ’ - 


Teed off 


■ The more autonomous future 
which beckons for the Bank <rf 
Japan looks like being more. 
austere for top executives. The 
central bank haff decided that 
spending more than Y530m a 
year providing luxury golf dub . 
memberships for its bosses isn't 


moment, the central bank's just - 
.saying fhrtltTl "gradually 
' reduce i& holding of galf course 
. memhensh^N - ' • . 
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/them out bfjtbe way ofa new 
v dev elopment. . . 

K seems 'that the modern office 
/block - known as the Beehive - 
. spoils the 1911 design of the 
legislature, which was left 
’ haff-finished and which 
parliament now wants to 
complete. So the proposal is to 
. spend NZ$3Qm - pins tax - cm 
jacking up the 20,000 tonnes of 
the Beehive above basement 
leveL ahifttogtt 100m west 

- (demolishing Broadcasting 
House; which is in the way}, 

' rotating it through 90 degrees 

- thfititakingit SOmnorth behind 
ParliamentHcrase. 

Hope tbey remember to take 
title MPa out first 


own money by becoming counter- 
parts to a transaction from a 
bank or an investor. 

“There is an element of liquid- 
ity provided by local traders 
which is impossible to simula te 
in an electronic environment," 
says Daniel Hodson. chief execu- 
tive of Liffe. "The savings gener- 
ated by this liquidity more than 
make up for the cheaper costs of 
trading on an electronic system. 

“We have grown by meeting 
the needs of the market,” he con- 
tinues. “Our latest product 
launch [derivatives on medium- 
term German government bonds] 
came in response to market 
demand." 

Mr Hodson believes there is - 
and will continue to be - strong 
demand for trading in open out- 
cry. If Matif s agreement with the 
German and Swiss exchanges 
leads to French products being 
transferred from open outcry to 
screen trading, Liffe would seize 
the opportunity to launch its own 
products on French franc interest 
rates. “The market wants to 
trade in open outcry; it wants to 
trade Emu products on Liffe," he 
says. 

But Mr Hodson understands 
the challenge is a serious one 
this time. Although he takes 
comfort from memories of a 
failed alliance between Matif and 
DTB, Mr Hodson admits this 
attempt could be the most seri- 
ous to date. “We will not be com- 
placent," he says. 

But same of Life's members 
are less confident. “The cost of 
trading is becoming an issue," 
says Mr Cooper of Tullett & 
Tokyo. “We have been executing 
more and more trades on DTB, as 
liquidity {the ability to execute 
large transactions swiftly] has 
increased. In the past few months 
the speed of execution has 
increased noticeably on DTB.” 

M r Cooper believes 
costs will ulti- 
mately be the 
determining fac- 
tor, and these 
are currently moving in favour of 
electronic trading. He explains: 
“With an electronic system, the 
only costs I have are: me, my 
computer terminal and the tele- 
phone call to my client On open 
outcry, I have to pay additional 
salaries for several people on the 
floor." 

Brokers typically charge cli- 
ents a fixed fee for every contract 
traded. With overheads on floor 
trading believed to be up to three 
times higher than on screen trad- 
ing, there is a strong incentive to 
execute trades on an electronic 
system. 

It is only a matter of time 
before large clients start requir- 
ing that savings from electronic 
trading be reflected in the fees 
they pay to their brokers. 

“The big banks are under pres- 
sure to cut costs," says a broker 
who executes trades on behalf of 
banks. “Sooner or later they will 
ask us to make an effort” 

Others predict open outcry will 
face another challenge soon, as 
trading volumes on DTB match 
those on Liffe. If DTB overtakes 
Liffe on a benchmark contract, 
such as the German 10-year gov- 
ernment bond, future, then the 
psychological impact could be 
substantial 

Mr Cooper says: “This could 
prompt a reassessment of the sit- 
uation by the large players. We 
could even see a migration of 
large orders from Liffe to DTB." 
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50 years ago 

Australian Shipping Protest 
Sydney, 18th Sept Overseas 
' and Australian shipowners 
have written to Mr Chifley, 
the Prime Minister, as king . 
him to end the "chaotic 
conditions on the Australian 
waterfront" The shipowners 
pointed out that (1) wharf 
labourers work on an average 
only 36 to 37 hours weekly, (2) 
ships take so long to 
rjisr-T-iargfr and load that file * 
numbers of voyages by 
individual vessels are reduced 
. considerably, and (3) the slow 
handling of cargoes and the 
series of disputes make 
time-tables impossible. They 
also condemn the short shift 
and the failure to use a third 
shift through the night, so 
that a man who amid earn 57 
ehining s for a night's work is 
turned away with attendance 
money of 12 ahffling s which is 
funded by taxpayers. 

$ Shortage Hits Shipping 
Montreal, 18th Sept. Unless 
Britain’s dollar situation 
improves, ships leaving 
Canada for Britain may soon 
be crossing with cabins 
empty, as they did in 1939, 
shipping officials said here 
to-day. They stated that 
Britons are cancelling visits 
to North America because 
they are unable to get enough 
money, and added that 
westbound ships are bringing 
only Britons coming to 
Canada to live, or Canadians 
returning home. 
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Jiang strengthens grasp as 
China pursues reform plans 


By Tony Walker and Janies 
Harding in Beijing 

China’s President Jiang Zemin 
yesterday emerged pre-emi- 
nent at the end of a Commu- 
nist party congress which side- 
lined his chief rival and 
ushered in a new era of eco- 
nomic reform. 

The congress also set the 
Stage for the transition to a 
new generation of leaders by 
elevating younger, better-edu- 
cated officials to senior posi- 
tions. 

Mr Jiang won strong 

endorsement from more than 

2,000 delegates for plans to sell 
o S state enterprises in a move 
aimed at speeding China’s 
transformation to a mixed 
economy with a rapidly grow- 
ing non-state sector. 

The 15th congress further 
bolstered Mr Jiang as succes- 
sor to Deng Xiaoping, the for- 
mer paramount leader who 
died in February. It was the 
first major policy-making 
event held without Mr Deng's 


guidance since he launched 
China's reforms in 1978. 

But Mr Jiang was obliged to 
fight bruising battles over per- 
sonnel changes, an indication 
of limits to his authority. Lead- 
ers are understood to have 
wrangled until the last 
moment over senior positions, 
including appointments to the 
Politburo and its standing 
committee, details of which 
will be announced today. 

Mr Jiang said the meeting in 
Befiing had been of "historic 
significance", enshrining in 
the constitution "Deng Xiao- 
ping theory, which inherits 
and develops Mao Zedong 
thought as the guiding ideol- 
ogy of the party". 

A western official described 
as “icing cm the cake** for Mr 
Jiang the retirement of Qiao 
Shi, the 72-yearold reformist 
former security chief, long 
regarded as a possible alterna- 
tive leader. 

Mr Qiao, who as bead of the 
National People’s Congress, 
C hina 's parliament, champi- 


oned swifter moves towards 
democracy, is believed to have 
secured the elevation of 
"proxies*’ to the top leadership 
as the price of his departure. 

Mr Jiang. 71. was regarded 
as a transiti onal figure when 
he was the surprise dunce to 
head the party at the time of 
the 1988 Tiananmen Square 
massacre, but he has strength- 
ened his hold on power. 

Another influential figure 
manoeuvred into retirement, is 
General Lin Huaqing, 80, a 
member of the standing com- 
mittee of the poUttraro. 

Among younger cadres ele- 
vated to the central committee 
are Xn Kuangdi, 59, -mayor of 
Shanghai, and Dai Xianglong, 
52. central bank governor. 
Both are expected to move up 
in the party as members of 
China's “fourth generation”. 

Personnel changes also 
appear to clear the way for Li 
Peng, the premier, to replace 
Mr Qiao as head of parliament. 
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Brussels says BA discounts 
‘violate Treaty of Rome’ 


By Michael Skapinfcer 
in London sold Emma Tucker 
in Brussels 

The European Commission is 
considering fining British Air- 
ways after concluding 
airline’s sales techniques vio- 
late the Treaty of Rome. 

Brussels has concluded that 
the discounts BA offers corpo- 
rate customers and the com- 
missions it pays to travel 
agents are an abuse of the air- 
line’s dominant market posi- 
tion. Brussels readied its con- 
clusion after receiving a 
complaint from Virgin Atlan- 
tic. BA’s bitter UK rival. 

Virgin alleged that BA was 
unfairly persuading companies 
to use its services by offering a 
combination of discounts for 
different routes. Companies 
whose staff travelled to desti- 
nations on which BA had little 
or no competition were told 


they could receive additional 
discounts if they also used the 
airline to fly on routes served 
by many carriers, such as 
across the north Atlantic. 

Virgin also objected to the 
commission structure that BA 
has set up for travel agents. 
Virgin alleged that travel 
agents who reached a certain 
target of BA ticket sales 
received extra commission. 

Virgin's complaints are simi- 
lar to some of the allegations it 
has made against BA in litiga- 
tion that is before the US 
courts. The two airlines have 
settled their legal dispute in 
the UK, which dates back to 
the campaign of "dirty tricks" 
that Virgin alleges BA con- 
ducted against ft. 

A Commission official con- 
firmed that, it bad. cnnoluripri 
that BA's sales practices were 
a breach of Article 86 of the 
treaty, which covers the abuse 


of a dominant market position. 
The Commission is expected to 
hold iiea rmp« an the issue at 
the es3d of October. 

BA said last night it was sur- 
prised to hear the Commissi on 
had already readied a conclu- 
sion. The airline said: "We 
don’t believe there’s any thing 
wrong with our policy on 
travel agents’ commissions or 
discounts to corporate custom- 
ers. Our approach reflects 
standard industry practice in 
Europe and worldwide.” 

The rfflnpiainte against BA 
are believed to overlap some of 
the investigations Brussels is 
conducting into the airline’s 
proposed alliance with Ameri- 
can Airlines. Virgin and sev- 
eral US airlines have called on 
the C ommis sion to block the 
alliance on the grounds that 
BA and American would have 
market riomlnarmp an UK-US 
routes. 


Russian help 
for investors 

Continued from Page 1 


investor in the Sakhalin pro- 
jects, said he had been encour- 
aged by the progress made by 
the government and parlia- 
ment. 

But he said they still needed 
to take steps to adopt the tax 
code and production-sharing 
agreements . 

“Our general view is that 
things are looking up. We are 
encouraged and are looking to 
make significant investments 
in Russia." he said. 

Mr Nemtsov said the gov- 
ernment would force greater 
openness at Transneft, the oil 
pipeline operator. 


Proposals on LVMH merger 


Continued from Page 1 


interests of all three compa- 
nies instead. 

Less than three weeks after 
the merger announcement, he 
said GMG Brands* formation 
was a control event that termi- 
nated the 1994 agreement In 
June, he referred the issue to 
the Paris-based International 
Chamber of Commerce. 

Mr Arnault’s proposals wiB 
build on plans rejected by the 
two UK companies to form an 
independent listed drinks com- 
pany Into which he would 
inject Mott Hezmessy. 

He is not prepared to make 
any concession on his demand 
far an independent listing for 


what is codenamed Drinksco if 
he is to surrender his cham- 
pagne and cognac interests to 
it "It is essential to protect the 
interests of LVMH sharehold- 
ers,” he said. 

Bat he was flexible on every- 
thing else. He was not insist- 
ing on LVMH having a 35 per 
cent stake in Drinksco and 
would discuss capping its 
shareholding in !L 

He also said LVMH, the larg- 
est shareholder in Guinness 
and GrandMet, would be will- 
ing to buy some shares La the 
companies to he spun off. His 
earlier suggestion that LVMH 
would not buy any of these 
shares was criticised by insti- 
tutional investors. 


World 
Bank staff 
hit by 
low morale 

By Robert Chata, Economics 
Editor, ri Hong Kong 

Morale at the World Bank "is 
as low as we have ever keen 
it”, the bank’s staff associa- 
tion has said on the eve of the 
Washington-based develop- 
ment institution’s annual 
meeting. 

The claim appears in a 
report distributed to 9,500 
staff in the bank's house mag- 
azine. It Tnairec dear the frus- 
tration many employees fed 

with the far-reaching' invest- 
ment and re str uc turi ng pro- 
gramme being spearheaded by 
James Wotfansohn, the bank's 
president, to improve the 
bank’s operations. 

The bank has a long and 
unhappy history of seismic 
internal restructuring. 

The staff association 
describes the reform of the 
bank’s human resources pol- 
icy as "fraught with risks", 
g«rf argues that It is “techni- 
cally and politically difficult”. 
There was danger of “further 
alienating an increasingly 
anxious and sceptical work- 
force”. 

This report was circulated 
as Mr Wolfensobn arrived in 
Hong Kong for n r p mto . 
t ion’s annual meeting, 
attended by finance and devel- 
opment ministers, hi a report 
p rep a red for Monday's meet- 
ing of the development com- 
mittee, which gives ministe- 
rial guidance to tile executive 
boards of the bank and the 
interna famal Monetary Fund, 
Mr WoHensohn says: “It is my 
belief that we have a new 
spirit at the bank.” 

Mr Wolfensobn will use 
Monday’s meeting to update 
ministers on the progress of 
his “strategic compact”, a 
shake-op approved by the 
bank’s executive directors ear- 
lier this year that will add 
$250m to its running costs 
during 2% ye ars. During the 
summer, morale has been 
undermined by a reshuffling 
of middle-ranking managerial 
jobs and by the introduction 
of a complex internal market 
for the services of particular 
divisions. 

The staff association argues: 
“It will be critical for the 
bank to develop policies and 
strengthen practices that 
unify staff rather than divide 
them.” The association is con- 
cerned that staff are no longer 
seen as a single cohesive body. 

Another co n cern is that the 
bank’s high-profile human 
resources policy does not pick 
up day-to-day problems. 

Mr Wolfensohn’s report to 
the next week's Development 
Committee meeting says that 
he plans “to build a hawk 
which (will) pnt poverty 
reduction and development 
effectiveness at the heart of its 
op er a tions". 

Asia, Page 4 
Weald economy survey, 
separate section 
Observer, Page 13 



THF. T FX COLUMN 

Dodgy sums 


The justification for Price 
Waterhouse and Coopers & 
Lybrand’s planned merger looks 
remarkably thin. Even in accoun- 
tancy, size is not everything; leave 
aside the exceptional case of Ander- 
sen Worldwide and there Is precious 
little correlation be tw e en size and 
revenues in the Big Six worldwide 
firms. Yes, a merger might generate 
some modest cost savings. And yes. 
there may be some areas where one 
firm's strength could complement 
the other's weakness. But the scope 
for such further benefits of scale 
must be limited when the busi- 
nesses are already huge - they have 
135,000 staff between them. 

Nor would the deal be costiess. 
Far a start, with &500 independent- 
minded partners to contaid with, 
combining the businesses without 
too much havoc looks a daunting 
challengn Even if it went wefl, good 
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people would surely be lost So, just 
as importantly, would good clients. 
Between them, for instance, the two 
firms currently audit Britain's 
FTSE 100 companies. Inevitably, 
many would be concerned about the 
potential far conflicts. 

Such large market shares also 
suggest competition authorities 
will not be relaxed, and rightly. 
After aB. even If the logic of this 
planned mega-deal looks unimpres- 


sive, it is bound to' mnira the other 
big firms nervous. If the PW/C&L 
deal is cleared, the profession's 
habitual herd instinct will probably 
kick in and others win follow. Who 
knows? Blocking It might even save 
the Big Six from themselves. 

US bonds 

Are we about to return to an era 
of US Treasury bonds yielding less 
than 6 per cent? Pundits looking far 
a reason to feel merry about finan- 
cial markets in general certainly 
think so. And, with mare good news 
tWg week suggesting US inflation is 
under control, the bond market b»m 
been soaring: 30-year treasuries are 
now yielding 6.4 per cent and 10- 
year bonds 6J per cent 

For these “no minal " yields to frill 
even further, either real yields or 
infla tion expectations or both will 
have to drop. The best bet is for 
progr e s s on real yields. One reason 
is that the US real yield, as mea- 
sured by admittedly CQiquid index- 
linked bonds, is a fairly high 3u6 per 
cent - rising from 3.3 per emit when 
they were launched in January. 

The overall global balance 
between the supply and demand for 
savings suggests a reverse would be 


justified. In the US, the rapidly 
declining federal deficit and an 
economy likely to slow next year 
are favourable factors. Elsewhere, 
economic growth may pick up a 
touch. But the trend to wph global 
savings wh/mia more than counter- 
balance this. 

Meanwhile. US core inflation - at 
99 per o pnt — is remarkably stable. 
But the good news has probably all 
h«w»w incorporated into bond prices, 
subtract the index-linked yield from 
th e 10-year nmwiwai bond yield and 
only SL5 per cent is left. Moreover, 
that is a measure not simply of 
future inflationary expectations but 
also of the risk premium investors 
require to hold nominal bonds, 
whose value can be buffetted by 
unexpected inflation. Granted, this 
premium does not need to be big in 
a low-inflation world. But the band 
market is still expecting average 
inflation over the next decade of 
around 2 per cent That leaves little 
room for disappointment 

One reason, perhaps, to feel opti- 
mistic is that US bonds still yield 
more ffian half a percentage point 
more than their German equiva- 
lents. That looks odd, given that 
neither underlying inflationary 
pressures nor the conduct of mone- 
tary policy is markedly worse in the 
US than Germany. Indeed, looking 
to the future, the US may be better 
cm both scores. Even if same of the 
US New Age economy propaganda 
is taken with a pinch of salt, it 
would be strange if the deregulated 
US economy was less able to sus- 
tain nan-inflationary growth than 
Germany's sclerotic one. Of course, 
Germany has a better record of a 
running a conservative monetary 
policy than the US. But with Alan 
Greenspan at the Federal Reserve 


and the D-Mark due to be replawd 
toy the euro, can on® ^ ® t * re 
the future? 

If jo-year bunds are fairly valued 
at fjjj uer cent, the argument runs. 
10-year treasuries are probably 
chip at 6.1 per cent The only flaw 
in the logic is that bunds may be 

overvalued. 

In sum, the US bond rally proba- 
bly has a little further to go. But, if 
most of the potential upside is com- 
ing from lower real yields not infla- 
tionary expectations, the best way 
to play the market would be by 
touying index-linked bonds. Alterna- 
tively, one could buy treasuries and 
sell bunds, betting on a narrowing 
of the spread. 

Deutsche Telekom 

Were it not for the bull market, 
last year’s mammoth Deutsche 
Telekom offering would be looking 
sick. As it is. the German tetecont 
munications group’s share price of 
around DM33 is comfortably above 
the DM28J50 offering price. That is a 
ne ar-20 per cent underperformance 
of the local market. But German 
investors, many of whom became 
first-time share buyers via the pri- 
vatisation, are not complaining too 
much. 

The problem is not merely that 
some of the privatisation puff has 
vanished; the underlying outlook 
for DTs business has also deterio- 
rated- Last week, its regulator 
announced unexpectedly low inter- 
connection rates that DTs rivals 
would have to pay for using its net- 
work. The rates are not, in them- 
selves, especially harsh - say, com- 
pared with what UK operators pay 
for using British Telecommunica- 
tions’ network. But it now looks as 
if the regulator trill be more tiger 
♦han pussy-cat. Yesterday, there 
was further bad news: DTs cost 
control programme is faltering. All 
this raises the worrying prospect 
that the group will lose market 
share more rapidly than expected 
but not be able cut costs enough to 
maintain margins. 

There is little to tempt foreign 
investors, many of wham said their 
shares, back into the stock. As a 
multiple of earnings before depred- 
ation. interest and tax. DT is now in 
line with other European telecoms 
groups - not at the premium it 
enjoyed last year. Still, given the 
competitive threats and its high 
debt levels, it should probably trade 
chi a discount. 

Additional Lex an BMC. Page 21 
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Europe today 

North-western Russia will be 
cloudy and wet as a cold front 
extends Into central Europe. 
Belarus, Poland and the Slovak 
republics will be cool with 
sunshine and Showers. 

The north-west of Norway will 
continue cloudy and wet. Finland 
will have some showers. The rest 
of Scandinavia wfll be mainly fine 
and bright 

Western and southern parts of 
Europe win have high pressure, 
bringing fine, dry and mainly sunny 
conditions to most areas. But there 
may be some thunderstorms over 
southern Italy and the Balearics, 
with some early fog in places. 

Five-day forecast 

There will be high pressure over 
Europe for the next few days. Most 
of Europe wilt be dry and settled, 
although it will be cod over 
Scandinavia and eastern Europe. 

North-western Norway wffl remain 

cloudy with rain. 

The Mediterranean wfi) have 

thundery showers, especially over 

southern Italy. 

TODAY’S TEMPERATURES 


SflUBfton at midday. Temperatures maximum tor day. PmsasbtbyPA WeathoCantn 
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Strong dollar 
worries Investors 

The l atest concern among OS investors is the 
strength of the dollar. Companies as varied as 
Polaroid and Manpower have listed the rising 
dollar as a reason for failing to meet short-term 
earnings expectations. Investors are worried, 
that the expansion of the more globall y-minded 
US companies will be hampered. Page 19 

Deutsche Telekom to challenge ruling 

r. Deutsche Telekom, the 
j German telecommuni- 
cations company, has 
vowed to mount a court 
challenge to last week’s 
tough decision on the 
price it can charge 
rivals far network con- 
nections. Announcing 
half-year results show- 
ing a rise in pre-tax 
income from DM2.7bn 
to DM3-6bn <$2bn), 
Deutsche Telekom warned that the Bonn post 
ministry’s ruling 1 would have “far-reaching con- 
sequences" for the group. Page 20; Lex, Page 14 

Argentine bourse on steady course 

Buenos Aires’ stock market has so far shrugged 
off a possible government defeat in nqvt 
month's mid-term elections. With growth of 7 
per cent in the first half, and the opposition 
backing the fundamentals of the government’s 
economic policy, investors seem unconcerned 
about the local situation. Page 84 

India to link gas and foal oil prices 

India has taken a further step towards liberalis- 
ation of its fuel price system by announcing 
that gas prices will be linked to the interna- 
tional price of fuel oil Page 24 
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Whirlpool to cut 10% of workforce 

Inventory and consumer finance arms to be sold under restructuring 

By NBdri Tait in Chicago and support activities, will be group Tor the top position in cuts. Whirlpool said that up to services group, comes as no __ m _ m 

spread across three global white goods worldwide. In 15 per cent of the i2.0QO«trong surprise. Last July, Whirlpool Lc|«n lin n 

Whirlpool, the large US home regions - Europe, north Amer- June, Electrolux said it would workforce could be affected, said it was exploring options JLJPJl tm 1 1 * 1 II 

a pplia nce ma n u fa cturer, is to ica and Asia. They will result shut 25 factories and cut about although retrenchments would for the unit. Under yesterday's 

restructur e it s worldwide in a $350m charge against 12,000 jobs. be spread over three years, deal, the businesses will be VAflfllfP 

operations, cutting about 4,700 third-quarter earning s. Whirl- Both companies are battling About 800 jobs were expected sold for a 14 per cent premium v CIlt'KII V' 


By NBdd Tait in Chicago 

Whirlpool, the large US home 
appliance manufacturer, is to 
restructure its worldwide 
operations, c u t tin g about 4,700 
jobs - about 10 per cent of the 
workforce - and selling its 
consumer financing 
operations. 

At the same time, the 
Michigan-based company, one 
of the two biggest makers of 
home appliances in the world, 
announced a potential 
retrenchment in China. How- 
ever, it is stepping up its inter- 
est in Brasmotor, its Brazilian 
affiliate. 

The job cuts and restructur- 
ing, which will consolidate 
Whirlpool’s manufacturing 


Yaohan 

Japan 

collapses 

owing 

$1.34bn 

By Gwen Robinson in Tokyo 

Yaohan Japan, the 
independent supermarkets 
company, collapsed yesterday 
with debts of YI61.3bn 
($1,341x1), overwhelmed by the 
costs of financing aggressive 
international expansion. 

The Ihfliire of a company as 
well known in Hong Kong, 
Chinn and T^ pWiiwi as in its 
native country is the latest in 
a series of large-scale bank- 
ruptcies in Japan, reflecting 
the depressed state of domes- 
tic demand. 

It is also a humiliation for 
Kazoo Wada, the charismatic 
chairman of the Yaohan 
group, who wan wide respect 
in the past decade for his abil- 
ity to manage retail stores 
successfully ha several coun- 
tries. 

Mr Wada frequently com- 
pared bis strategy to that of 
the consumer electronics 
group Sony, and even pre- 
dicted Yaohan would become 
"the Sony of the retail indus- 
try". But yesterday the group 
filed for court protection from 
creditors. The Tokyo Stock 
Exchange suspended trading 
In Yaohan Japan shares, 
which had fallen more than 85 
per cent this year alone to 
Y70. Shares in the five Hong 
Kong-listed members of the 
Yaohan group were also 
suspended. 

Officials at the various com- 
panies, which range from elec- 
tronics manufacturers to 
retail, entertainment centres 
and bakeries, declined to say 
how they might be affected by 
restructuring at the parent 
company. 

Investment analysts said re- 
organisation moves under 
way, including the sale of 
stakes to other Hong Kong 
business groups, might be 
accelerated. 

Mitsumasa Wada, Yaohan 
Japan’s president and brother 
of the chairman, said the 
Japanese company’s failure 
would not affect the group’s 
international operations, 
including retail outlets in 
Rhirw, UK and the US. Yaohan 
International, the main Hong 
Kong company, is controlled 
directly by the Wada family, 
not by Yaohan Japan. 

Howard Smith, retail ana- 
lyst at ING Barings in Tokyo, 
said: “Simply put, Yaohan 
Japan’s balance sheet was 
horrible. The writing has been 
on the wall for Yaohan for the 
last two years, but it has only 
really been in crisis since 
March." 

At the end of its business 
year on March 31 Yaohan 
Japan posted its first net loss, 
of YS5.9bn. Much of the 
group’s overseas expansion 
was funded through the place- 
ment of convertible bonds, 
and Mr Miis irmasa Wada last 
night acknowledged that Yao- 
han Japan would become the 
first Japanese company to 
default on unsecured domestic 
convertible bonds. Under 
Japanese law, a company 
defaults on its bonds as soon 
as it files far court protection 
from creditors. 

Yaohan Japan operates a 
relatively modest chain of 
about 40 regional supermar- 
kets and oversees about 35 
franchised outlets in Japan. 
Yaohan International and 
other overseas operations 
rank among Japan’s largest 
retailers abroad with more 
than 460 outlets. 

Yaohan pays price. Page 18 I 


and support activities, will be 
spread across three global 
regions - Europe, north Amer- 
ica and Asia. They will result 
in a *350m charge against 
third-quarter earnings. Whirl- 
pool estimates that the cuts 
will produce annualised cost- 
savings of about $lB0m when 
folly implemented at the end 
of the decade. 

It did not detail which units 
would be consolidated, but 
said about half the charge 
would relate to European 
operations and a further third 
to Asia. The remainder would 
fund North American cuts. 

The restructuring follows a 
large-scale revamp at Electro- 
lux. the Swedish manufac- 
turer, which vies with the US 


group Tor the top position in 
white goods worldwide. In 
June, Electrolux said it would 
shut 25 factories and cut about 

12,000 jobs. 

Both companies are battling 
in a largely stagnant European 
market In an industry where 
overcapacity is rife. In the 
most recent quarter, to the end 
of June, Whirlpool was also hit 
by poor sales of air-condition- 
ers in north America and 
adverse currency translations 
from Europe, prompting a 7 
per cent fall in sales, although 
profits rose. Yesterday's news, 
however, gave a fillip to its 
shares, which climbed $&£ - 
or 11 per cent - to $65. 

Europe is likely to account 
for a large portion of the job 


cuts. Whirlpool said that up to 
15 per cent of the 12.000-strong 
workforce could be affected, 
although retrenchments would 
be spread over three years. 
About 800 jobs were expected 
to go In North America. 

David Whitwam, Whirlpool’s 
chief executive, acknowledged 
that the changes were “diffi- 
cult" but said they would bet- 
ter “align Whirlpool's cost 
structures with its business 
requirements’’ and reflected 
“the competitive realities of 
the home appliance industry 
worldwide". 

The sale of the inventory 
and consumer financing busi- 
ness of Whirlpool Financial 
Corporation to Transamerica. 
the west coast-based financ ial 


services group, comes as no 
surprise. Last July, Whirlpool 
said it was exploring options 
for the unit. Under yesterday’s 
deal, the businesses will be 
sold for a 14 per cent premium 
on book value, generating 
after-tax proceeds of around 
$L35bn. The separate sale of 
WFC’s aerospace business will 
take total proceeds to $i.6bn. 

After repayment of debt, this 
deal will net about $300m for 
Whirlpool and produce a gain 
of about 53 cents per share. 

Although Whirlpool stressed 
its long-term commitment to 
the Chinese market, it said it 
was looking at strategic alli- 
ances “and other alternatives" 
for two of its Joint ventures 
there 




Futures look good: More than 28,000 futures and 6,200 options were traded yesterday after the London International Financial 
Futures and Options Exchange launched its new derivatives contracts on five-year German government bonds - Bob!. *We had a 
pretty good start,’ said Roger Cazisson, chairman of FCT Europe, designated marketmaker for bobl options. puwcuun Bene 


Rhone-Poulenc set to go into the red 


By David Owen in Paris 

Rhtae-Poulenc of France is set 
to go into the red this year as 
a result of one-off charges 
linked to its decision to turn 
itself into a life sciences 
company. 

The group announced yester- 
day that It expected to include 
an exceptional charge of about 
FFr9 .5b n (fLSSbn) in its 1997 
accounts. Given analysts' prior 
expectations of net profits - 
tyy binding one-off elements - of 
about FFr3£bn, this appears to 
imply an overall loss of some 
FFr6bn, or $ibn. 

Igor Landau, managing 
director, confirmed there 
would be an overall loss but 
did not wish to comment on 
the amount. First-half net 
income, announced in July. 


rose 14 per cent to FFrl.6lbn 
on sales ahead 7.4 per cent to 
FFr45bn. 

Rhdne- Poulenc announced in 
June that It planned to trans- 
form itself into a pharmaceuti- 
cals company by securing full 
ownership of Rhdne-Poulenc 
Rorer, or RPR, its 68.3 per 
cent-owned quoted US drugs 
arm, and selling off part of its 
r.hPTnicaig business. 

The new Rhdne-Poulenc is to 
combine the US drugs business 
with France-based vaccine and 
animal and plant health prod- 
ucts. The chemical company, 
christened Rhodia, will consist 
primarily of speciality chemi- 
cals. It will be organised into 
five worldwide divisions and 
should be listed on the stock 
exchange in 1998 if market 
conditions permit Rh6ne-Poul- 


enc will retain “substantial 
majority” controL 

The company said yester- 
day's charge would break 
down into a cash impact of 
FFrLSbn in 1998 and 1999 and 
FFr8bn as a result of the 
depreciation of intangible and 
tangible assets. 

Mr Landau said the bulk of 
the charge was linked to 
Rhodia's creation, since it bad 
been decided not to keep 
within the business activities 
that could not be classified as 
speciality chemicals. “That is 
why we have decided to sell 


some activities and to close 
some plants." Mr Landau 
added. “This decision triggers 
exceptional charges because 
we want to write down the 
assets that are going to be 
closed and the value of assets 
that might have to be sold for 
less than book value." 

The market took the 
announcement in its stride 
with Rhdne-Poulenc shares 
closing up 70 centimes at 
FFr241.20. The group intends 
partly to fund the proposed 
RPR purchase by a FFrTbn 
capital increase. 


By Jonathan Wheatley 
in SSo Paulo 

Store, the Swedish forestry 
group, yesterday announced a 
joint venture with Odebrecht, 
the Brazilian industrial con- 
glomerate, underlining the 
trend towards transcontinental 
consolidation in the paper and 
pulp industry. 

Under the deal, Store will 
buy 50 per cent control of an 
Odebrecht subsidiary, Vera- 
cruz Florestal, for an initial 
SlOOm rising to $S00m over the 
next two to three years. The 
partners plan to invest $1.5bn 
in a project in north-eastern 
Brazil, which is scheduled to 
produre 750,000 tonnes of pulp 
a year. Production is expected 
to begin early next century. 

The agreement follows a 
deal earlier this week between 
PM-Kymmene of Finland, 
Europe's largest forestry 
group, and Asia Pacific 
Resources International, which 
is based in Singapore, to form 
a joint venture to produce fine 
paper in Europe and Asia. 

The global pulp and paper 
industry has traditionally been 
fragmented and regional but 
European producers in particu- 
lar are anxious to build links 
beyond their increasingly 
mature home market 

Analysts expect more deals 
because several of the big Nor- 
dic groups, which dominate 
the European market, are 
known to have been eyeing 
opportunities in Latin America 
and the Asia Pacific. 

Store said the Brazilian proj- 
ect would provide raw materi- 
als for its planned expansion 
into production of fine papers 
in new high-growth markets in 
south-east Asia. 

“A prerequisite is that we 
secure access to long-term and 
assured supplies of low-cost, 
short-fibre pulp," said Lars- 
Ake Helgesson, Store’s chief 
executive. 

Odebrecht initiated the proj- 
ect in the north eastern state 
of Bahia in 1991. 

"From the beginning, we 
have been looking for a strate- 
gic partner to join us on the 
cellulose production side," said 
Ota via Pontes, director of busi- 
ness development at Veracruz. 

He said Veracruz was 
producing an average of 50 sq 
m of eucalyptus a hectare a 
year at the Bahia site 
compared with to an interna- 
tional average of 30 sq m. 


GALLIARD HOMES 

Unveil their most sought after 


Credit Lyonnais 
to raise capital 
from the markets 


By Andrew Jack in Paris 

Credit Lyonnais, the French 
state-owned bank. Is set to 
seek capital from outside 
investors in an effort to 
strengthen its balance sheet 
without government support 
The hank could raise funds on 
the international markets as 
early as next year. 

Jean Peyrelevade, the chair- 
man, said in an interview with 
the FT that he was no longer 
demanding more capital from 
the French state. The bank 
would “make do" with its own 
resources and money raised on 
the markets. 

Asked whether instruments 
issued to the markets could 
include voting rights - leading 
to a dilution of the French 
government’s control - he 
said: “All possibilities are 
open,” stressing that convert- 
ible bonds were a more likely 
first step. 

Mr Peyrelevade was speak- 
ing ahead of publication yes- 
terday of the bank’s first half 
1997 results, which showed an 
operating profit of FFr3. lbn 
(5516m) and a net profit of 
FFriJOlm. Mr Peyrelevade said 
the figures showed that Credit 
Lyonnais was now operation- 
ally "back in the race again”. 

He said his objective 
remained to achieve a 6 per 
cent Tim: I capital ratio - in 
line with his leading competi- 
tors - over two years to boost 
the bank’s credit rating ahead 
of a future possible privatisa- 


tion. Mr Peyrelevade ’s com- 
ments marked a significant 
shift from his stance earlier 
this year, when he said he 
would require the state to 
inject up to FFrl3bn to prepare 
the h ank for a sell-off. 

He added that a more rapid 
turnaround in the bank’s oper- 
ating performance, and capital 
gains on the sale of assets 
amounting to “hundreds of 
Tninfoms of francs” more than 
anticipated in his business 
plan, meant no additional gov- 
ernment money would be 
required. 

Mr Peyrelevade argued that 
arrangements providing for 
the payment to the govern- 
ment of a special dividend of 
up to 60 per cent of annual 
profits would have to be re- 
negotiated. He said a separate 
commitment made by Alain 
Madelin, the forma: economics 
minister, to sell up to half the 
bank's European assets out- 
side France would also need to 
be modified. 

In a new business plan sub- 
mitted by the French govern- 
ment to the European competi- 
tion authorities in Brussels 
this summer. Credit Lyonnais 
agreed to a sale of assets by 
the year 2000 beyond 
commitments given- in 1995. 

Mr Peyrelevade said the 
decision on the bank’s possible 
privatisation was a matter for 
the government. However, he 
said his personal view was 
that at least a majority stake 
should be sold off. 
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COOPERS & LYBRAND / PRICE WATERHOUSE MERGER TALKS 

Accountants aim to usher in the age of the 

Talk of a trio of global firms “ms.usregi?^ 

in the 21st century has gained 
fresh urgency, says Jim Kelly 




B y 2000 the worldwide 
accounting industry' 
could be dominated 
by a “Giant Three" rather 
than the “'Big Six" of today. 

That is the implication of 
yesterday's announcement 
that two of the Big Six - 
Coopers & Ly brand and Price 
Waterhouse - are planning a 
global merger. 

“The industry has always 
thought there would be a 
Big Three in the 21st cen- 
tury, and this could be the 
start" said one senior execu- 
tive with a Big Six firm. 
“Everyone will have to take 
a look at their own position 
when the details are out" 
Nick Land, senior partner 
in the UK of Ernst & Young, 
another of the Big Six. said: 
“Clearly this will make 
everybody reassess their 
position on a global basis." 
He thought there would 
either be further consolida- 
tion or a wait-and-see period 
while Coopers and PW deal 
with the problems of creat- 
ing a super-firm. 

With 135,000 people and 
8,500 partners, the new firm 
would be colossal. It would 
rocket to the top of the 
global league with income In 
excess of $li.8bn (£7.4bn) - 
ahead of the US-based 
Andersen organisation on 
$9.5bn. 

The “Big Six" have been 
relatively stable since a 
clutch of mergers in 1990 
ended the era of the "Big 
Eight”. For despite the pre- 
dictions of further consolida- 
tion, the organisational and 
regulatory problems of creat- 
ing a super-firm had. until 
yesterday, held the leading 
firms back. 

But PW and Coopers 
believe the benefits out- 


weigh the enormous effort 
required to bring together 
two international partner- 
ships. 

The main aim behind the 
deal is to capture a larger 
share of the fast-growing 
market in providing multi- 
national companies with pro- 
fessional services, ranging 
from accountancy to infor- 
mation technology consul- 
tancy. 

Only the largest firms can 
hope to compete at this 
global level, in spite of the 
claims made by all firms 
that they can to some degree 
provide clients with a “seam- 
less” international service. 

Ian Brindle, the UK senior 
partner of PW, says: “The 
driver is our clients and 
their needs. There is a syn- 
ergy here and it's a very 
good fit We were all work- 
ing towards a global prac- 
tice. this helps get os there." 

Several of the Big Six have 
Identified the global com- 
pany market as a key target, 
and Ernst & Young and 
Arthur Andersen have been 
making big advances - at 
the expense of the others. 
One partner Involved in the 
merger said: “Frankly 
they’ve been killing us out 
there.” 

For Coopers and PW, 
merging has several advan- 
tages. First, the sheer size of 
the new business increases 
their worldwide reach, thus 
making them more credible 
to potential clients. 

Second, it Increases the 
size of the available invest- 
ment pooL While traditional 
audit and accountancy work 
relies on intellectual capital, 
the fast-growing services 
linked to consultancy and IT 
are capital intensive. Price 



corns, U9 ■ — , 

Japanese banks are covered 
by Coopers' expertise. 

There wifi also be specula- 
tion that PW has entered the 
merger to find a safe haven. 
Market pressures have 
always made it tough fortbc 
firm labelled the "smallest ox 
the Big Six”. It will have had 
to fight harder for business 


le ft as the tail-end Chari*” 
«aul one senior partner. A 
Merger would leave Deloitte 
Toncbe Tohmatsu as the 
smallest of the Big live- 
The merger is also likdy 
to re-ignite public debate 
about the merits of allowing 
giant audit firms to sell 
other add-on services te cli- 
ents, which is seen as ento 


Wi 




Waterhouse is understood 
currently to have $350m 
available for investment. 
The new firm would have 
$800m. 

The merger would also 


allow it to make some big weeks ago, the two oegotla-- 


acquisitions. It is understood 
that a leading banking con- 
sultancy is already in the 
sights. 

Since talks began a few 


Hng- trams have aTsn discov- 
ered that the firms have a 
surprisingly good ^geographi- 
cal htvI aldlla fit - al though 
claims of a neor perfect 


match are likely to prove 
illusory. Coopers' strength in 
Germany. Japan and the 
Netherlands, for example, — — 
helps extend PW’s cover,-, tion. 
while its weaknesses in tele- "No one will want to be 


to fight harder for business ^ independence of 

and may have faced greater pptoion. The big 

gnns have recently won sev- 
eral battles on this front, 
especially at European level, 
hvrt the size of the deal could 
give critics fresh ammuni- 
tion. , .. 

Assuming these hurdles 
are cleared, the firms then 
face the immense challenge 
of marrying two partnership 
cultures and a host of differ- 
ent professions, all jostling 
far position. 

Andersen, which has 2,700 
partners in two organisa- 
tions, has recently been 
embroiled in a governance 
row which has left it grid- 
locked. The Coopers -PW affi- 
ance could be much more 
unwieldy. 

Many of the large firms 
are already struggling with 
managing and rew ardi ng 
their diverse group of profes- 
sionals including auditors, 
lawyers. IT specialists and 
management consultants. 
Each profession has a differ- 
ent earning capacity and 
tensions between them 
can undermine a firm's cohe- 
sion. 

The final hurdle is 
whether Coopers and PW 
successfully sell the new 
business to their clients. 
They are already trying to 
identify the elements erf their 
existing brands that should 
be combined in a new public 
persona. 

Being a member of the 
new “Big Five” will be a 
brand in itself, but the two 
boards recognise that being 
biggest of all will not in 
itself be enough. 


pressure on fees. 

Some observers may sus- 
pect the merger is in some 
way linked to the large lia- 
bility claims that both firms 
far-p TTiere is still a large 
riaim against PW over its 
audit of the failed Bank of 

Credit and Commerce Inter- 
national. Coopers faces 
action over the collapses of 
Barings and the Maxwell 
empire. But both sides 
iteyn-ifrgd as “nonsense" any 
suggestion they were putting 
up flg fcmras by merging- The 
claims will still stand 
against the original firms. 

hatever the rea- 
sons, the merger 
. T faces some big 
hurdles. One potential prob- 
lem is competition policy: 
forther industry consolida- 
tion been held back 
partly by the perception that 
regulators might stop a deal 
an competiticn grounds. The 
European Commission, the 
UK Office of Fair Trading, 
the US Federal Trade Com- 
mission and the Japan Fair 
Trade Commission may all 
look at the plan. Concentra- 
tions in audit markets - 
such as tile merged firm’s 
frniH nn 50 per cent of the 
FTSE 100 in the UK - will 
certainly come under scru- 
tiny. 

But if PW and Coopers are 
successful, they may prevent 
their competitors from fol- 
lowing suit, since regulators 
win be less Inclined to sanc- 
tion yet further concentra- 


HURDLES ALONG THE ROUTE 


Experience teaches that joining up can be hard to do 


Senior partners of 
Coopers & Lybrand and Price 
Waterhouse know better than 
most the pitfalls that can derail a 
merger between firms - many 
have failed. One competitor said 
yesterday: *Td give them a 50-50 
chance of p ulling it off.” 

For many partners those odds 
may seem generous. Each “firm” 
is actually a collection of national 
partnerships, each of which will 
have to back the merger before it 
can go ahead as planned some- 
time next year. 

Yesterday, senior partners of 
the two firms in the UK conceded 
there was bound to be opposition. 
Ian Brindle, senior partner of the 
UK firm, acknowledged there 
would be some allegiance to the 

CLIENTS’ REACTION 


old firms and their cultures. 

“But people will not be wander- 
ing around for long with T-shirts 
with PW on.” , • 

„, Therej ; ipay also be culture 
clashes between the two firms. 
Partners at Price Waterhouse, 
which can trace its origins back to 
the Victorian roots of tire profes- 
sion. may feel their “blue chip” 
image will be dulled by Coopers. 

And partners at Coopers - who 
still have vivid memories of its 
initially turbulent merger with 
Deloitte in the UK in the early 
1990s - may view the prospect of 
the two businesses being put 
together with some alarm. 

“They really have to smash the 
businesses together ."said one 
partner at a competitor which has 


itself emerged successfully from a 
merger. “Clearly, Coopers fad not 
do that with Deloitte’s. Their 
growth was hit as a result. We all 
piit out nonsense about synergy, 
hut they have to sort it out and it 
^akes courage.” 

The proposed structure of the 
new superfirm will be crucial to 
the success of the negotiations. 
Lines of command may be easy to 
put in place, but how rewards are 
allocated and which profit and 
loss account the partners work to 
will be ticklish. The structure 
roust be strong enough to remove 
any suspicions of favouring part- 
ners from one firm. 

Then there will be the suspi- 
cion, especially at Price Water- 
house, that this may not quite be 


a merger of equals. In the global 
market PW is sixth and Coopers 
fourth. At the very top, the body 
language looks relaxed and all the 
lading figures seem to trust each 
other - but further down egos 
could get bruised. 

In the UK Mr Brindle, the 
straight-talking Lancastrian who 
beads PW, finds himself alongside 
the urbane and polished Peter 
Smith. Coopers’ chairman. They 
are unlikely colleagues, but 
hive known each other for some 
time and appear to respect each 
other’s views. They have 'worked 
together on campaigns to reduce 
what they see as the unacceptably 
h igh legal risks faced by auditors. 

The executives who lead the 
global firms are both from the US- 


Jim Schiro is a New Yorker of 
Italian background who joined 
PW in 1967. He is quiet, if tough, 
and gets senior executives to bond 
by' making them' prepare dinner 
together. 

Nicholas Moore, who joined 
Coopers in 1968, is clearly as dedi- 
cated to a job he loves as to the 
west coast, where he lives with 
his wife and four children. 

Mr Moore will be chairman of 
the merged firm and Mr Schiro its 
chief executive. “The principle of 
equality was agreed by both sides 
from the start,” says Mr Kindle. 
But time will tell, as the rest of 
the organisation comes to tamue 
with the merger plan. ■ 

It is clear that many crucial 
details have yet to be settled. 


Asked where the headquarters 
will be, Mr Brindle replies: “Care 
of British Airways?" While a 
sense of humour will certainly 
help in the coming weeks, some 
tough choices must be made. 

One source of friction may be 
rfaafrfls when the two firms share 
the same client Lucrative con- 
tracts may have to be given up. 
Legal experts will have to investi- 
, gate cases where the firms are 
invblved in court actions. 

Meakwhile, the plan will have 
to 'be sifted by regulators - 
another big hurdle it must clear 
before the world's biggest profes- 
sional services organisation can 
come into existence. 

Jim Kelly 


Worries over lack of customer choice 


Large clients of Coopers & 
Lybrand and Price Water- 
house yesterday expressed 
fears that the merger of the 
two organisations would 
limit customer choice. They 
said conflicts of interest 
could arise if the enlarged 
group tried to service too 
many competing companies. 

With 30 per cent of the 
Fortune 5 00 com panies and 
half of the ITSE-100 index as 
auditing clients, the new 
accountancy group would 
exert considerable fi na ncial 
clout, onahiing it to under- 
cut competitors more easily. 

But clients could rebeL 
Several said privately they 
expected a merger to be 
referred to the Monopolies 
and Mergers Commission. 
They also feared that a 


link-up on this scale would 
force other accountancy 
firms to do the same, 
restricting choice even fur- 
ther. 

In North America, too. 
customers may object to 
being thrown together. It is 
here where Coopers and PW 
are weakest and are hoping 
to gain most from a merger. 
Fifth mid sixth biggest In the 
US market respectively, they 
have a combined fee income 
of just over $4bn (£2.5bn). 

Industry experts say the 
two have sharply contrast- 
ing cultures, which may dis- 
courage customers prefer- 
ring one style to the other. 
Coopers is seen by many as 
aggressive, PW as more for- 
mal anil gentlemanly. 

Several big retailers and 


banks will share the same 
auditors if Coopers and PW 
merge, including fierce 
rivals J Sainsbury and 
Tea co, and the banks- Bar- 
clays, Lloyds TSB, Abbey 
National and Royal Bank of 
Scotland. 

Most of them refused to 
comment, saying It was too 
early to assess the impact of 
the proposed deaL But a few 
acknowledged that there 
could be concerns if the com- 
bined group provided their 
rivals with the full range of 
services it has developed. 

Many accountancy firms 
offer management consul- 
tancy and tax advice as well 
as auditing. They also assist 
in corporate mergers and 
acquisitions, an area where 
fee income for most of the 


Big Six has surged this year. 

“The choice will be more 
limited,” said Mr Ian Harley, 
finance director at Abbey 
National, an auditing clien t 
of Coopers & Lybrand. 

“The issue of having the 
same auditors has been 
around for some time. This 
will certainly accentuate it” 

Others were more outspo- 
ken. The Association of 
Chartered and Certified 
Accountants said: “Such 
additional concentration of 
supply is probably contrary 
to public interest It is hard 
to see any benefit, especially 
for many smaller busi- 
nesses.” 

Senior partners at other 
Big Six firms said recent 
mergers between accoun- 
tants had unfortunate conse- 


quences. Several cited Coo- 
pers' merger with Deloitte 
Haskin and Sells in in the 
UK in 1990, saying several 
clients objected to the 
change farced on them. 

Price Waterhouse said yes- 
terday that it anticipated 
few problems with custom- 
ers and the merger was not a 
cost-cutting exercise. 

“We’ve had a look at the 
client list across the globe 
and there aren’t many con- 
flicts of interest But there 
wifi be some, and customers 
can buy their services from 
wherever they want Consul- 
tancy and tax advice are not 
the preserve of accountancy 
firms only.” 

Christopher Adams 
i W 


COMPETITORS’ RESPONSE 

Rivals caught 
off guard by 
announcement 



O rcrx m i Corr 

Thinking' big: if Price Waterhouse, headed in the UK by Ian Brindle Cleft), and Coopera & Lybrand, whose UK chairman is Peter &nfth, succeed in their 
merger, the resulting firm win have 135,000 staff, 8,500 partners and annual worldwide revenues of more than S13bn 

* ,■ * t 


Rival accounting firms were 
caught off guard yesterday 
by the announcement that 
Coopers & Lybrand and 
Price Waterhouse were plan- 
ning to merge. 

Although Price Water- 
house has been in abortive 
merger talks with other 
firms before, no-one was in 
any doubt *fr«t the combina- 
tion could create a powerful 
competitor. 

“This is clearly a signifi- 
cant move for our worldwide 
Industry and the other mem- 
bers of the Big Six are cer- 
tain to be reviewing their 
market positions, should the 
proposed merger in fact go 
ahead,” said Nick Land, 
senior partner at Ernst & 
Young in the UK. 

While firms such as 
Arthur Andersen believe 
they have the muscle to 
grow without pursuing a 
merger, some accountants 
believe the pressure will 
mount on weaker members 
of the Big Six to follow suit 

“A number of us had pre- 
dicted further rationalisation 
in the Big Six. and I suspect 
there will be more,” said 
David McDonnell, national 
managing partner of Grant 
Thornton. 

In the UK, Deloitte & 
Touche will be the laggard of 
the new Big Five in terms of 
revenues, and would there- 
fore top most lists of merger, 
candidates. But it Is the 
firms' relative strengths in 
the US which are expected to 
be most important in driving 
any further consolidation. 

There, Coopers and Price 
Waterhouse had trailed at 
fifth and sixth respectively. 

“Clearly their size was a 
disadvantage in the US," 
said William Kimsey, deputy 
chairman and chief operat- 


ing officer of Ernst & Young 
in the US. 

Combined, they would 
leap to number two in the 
US, with combined revenues 
of pllbn. That would leave 
RFMG looking weakest, with 
$&3bn of revenues last year, 
b e hi nd Deloitte with $2.9bn. 

Mr McDonnell of Grant 
Thornton was basking in tire 
realisation that his firm, 
which sits at the top erf the 
second tier of accountancy 
firms, would now become 
the sixth biggest 

But the gap between the 
type of services offered by 
the Big Six and their amaiiw 
'rivals has g rown too wide to 
be readily bridged. 

“We are not like the Big 
Six firms; we do not serve 
the same market For there 
to emerge another Big Six 
firm competing for the audit 
work of the top 100 compa- 
nies, we would have to see a 
considerable change in strat- 
egies,” Mr McDonnell said. 

“It’s unlikely we would be 
invited to tender for Uni- 
lever,” added Alistair McBay 
of Robson Rhodes, another 
middle-tier accounting firm. 

Competitors who have 
been through the process of 
combining two large partner- 
ships warned that it would 
not be easy. 

“Having been through a 
merger like this, it’s very 
complex and tim e consum- 
ing. . . It creates uncertain- 
ties about their partners’ 
fut ures, " said Mr Kimsey of 
Ernst & Young. 

He said it took about four 
years for the merger of Ernst 
& Whinney with Arthur 
Young to settle down. 

George Graham and 
Richard Waters 


COMPETITION 

Regulatory 
obstacles 
likely to 
be cleared 

The proposed merger 
between Price Waterhouse 
and Coopers & Lybrand is 
expected to clear the 
regulatory hurdles in both 
Europe and the US, 
competition lawyers said 
yesterday. 

Although the merger is of 
sufficient size to require 
pre-notification to both the 
European Commission and 
tiie competition authorities 
in the US, it is not thought 
likely to raise significant 
competition concerns. 

According to figures 
produced by International 
Accounting Bulletin, the 
combined firm would have a 
fee income worldwide of 
$llAbn (£7.4bn) giving it 27 
pm* cent of the S43.7bn 
global market for 
accountancy and consulting. 

In Europe, however, the 
merged Ann would have 

only 9 per emit of the S8^tm 
consultancy market and 2UZ 
per cent oT the S24bn 
accountancy market; in the 
US it would have 10.2 per 
cent of the $13^bn 
consultancy market and 2&6 
per cent of the $20bn 
accountancy market. 

In Europe the merger 
would certainly qualify for a 
stage one, on e month 
Investigation. Whether it 
goes Into a protracted 
four-month, stage two 
investigation will depend on 
several factors. 

Much could turn on how 
the commission defines the 
relevant markets in Europe. 
Far e xample, the combined 
firm would have 50 per cent 
of the FTSE 100 companies 
as audit clients - which 
could ring alarm bells in 

Brussels. 

Much may also depend an 
how the US authorities play 
it If they take it to a second 
stage i nvestigation then the 
European Commission 
would almost certainly 
foDow suit In the US there 
is also the added risk that 
even if cleared by the 
competition authorities, it 
could still be blocked by a 
Urtvate law suit brought by 
& competitor. 

Private lawsuits have 
been a common feature of 
the US mergers and 
acquisitions scene for many 


states’ attorneys general 

have also got fn on the act 

However, most observers 
felt a complaint from one of 
the Other Big Six 
accountants was unlikely. 
“They won’t want to rock 

the boat iu case they want 

to do something similar 
themselves,” said one 
competition lawyer . 

Robert Rice 
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Property developer slips 9% as units of UK-controlled Jardine group report interim results 

Hongkong Land forecasts flat full year 


By John Ridding 
in Hong Kong 

Hongkong Land. the 
property arm of the Jardine 
group and one of the territo- 
ry's biggest landlords, yes- 
terday forecast flat net 
income from properties for 
the full year as a result of 
the ti ming of rental and 
lease agreements. 

The forecast came with, 
the announcement of first- 
half results which showed a 
decline of 9 per cent in net 
profits to US$207m. Net 


Income horn properties was 
stable at $246 m. while earn- 
ings per share fell from 8.64 
cents to 7.88 cents. 

The net result and the 
earnings-per-share figure 
excluded exceptional gains 
from the disposal of the com- 
pany’s stake last year In 
Trafalgar House, the UK- 
based construction and engi- 
neering conglomerate. 
Allowing for its profits con- 
tribution of $220.6m in the 
first half of last year, earn- 
ings per share in that period 
were 16-88 cents. 


The sale of the Trafalgar 
House stake signalled a refo- 
cusing of activity on the 
Asia-Pacific region, which 
has been continued in recent 
deals. Hongkong Land this 
month announced a ®300m 
redevelopment of Swire 
House, one of its prime Hong 
Kong property assets. 

That deal, which repre- 
sents one of the group's big- 
gest investments in Hong 
Kong, followed news that 
Hongkong Land would make 
Its first foray into the main- 
land residential market as 


part of a joint venture. 

“The group continues to 
be active in seeking property 
and infrastructure opportu- 
nities which will provide the 
basis of profit growth in the 
long term." Simon Keswick. 
chairman, said. 

Net profits are currently 
limited by the company’s 
rent reversion cycle. Proper- 
ties in Hong Kong are gener- 
ally leased on a three-year 
contract, and while rental 
prices and capital values 
have recovered after their 
fall in 1995-96, they have yet 


to regain their 1994 peak. 

Prospects for commercial 
property in Hong Kong 
remain clouded by a large 
increase in supply in the 
central business district and 
in neighbouring commercial 
areas. 

The group remains opti- 
mistic, however, that there 
will be sufficient demand for 
its redevelopment of Swire 
House, which is expected to 
be completed in 2003. 

In addition to improved 
conditions in the market, 
shares in Hongkong Land 


have been buoyed by specu- 
lation that- Mr Li Ka-shing. 
one of the territory’s most 
powerful businessmen, is 
seeking to build a stake -in 
the group or to launch a ted. 

Last month, companies 
controlled by Mr Li revealed 
stakes of 3 per cent in Hong- 
kong Land and in Jardine 
Matheson, a holding com- 
pany of the Jardine group. 

Both skies have sought to 
play down speculation over 
a bid, ‘although Mr Li has 
not ruled out increasing his 
stake. 


Hotels arm up 1 8% Surge at Dairy Farm 


Mandarin Oriental. 
Jardine 's hotels division, 
reported an 18 per cent rise 
in half-year net profits 
to US$34m, writes John 
Ridding. 

However, the group 
warned that currency tur- 
moil in south-east Asia and 
a sharp weakening in the 
Hong Kong hotel market 
would slow profits growth 
in the second half. 

“The level of profit 
growth achieved in the first 
half is most unlikely to be 
maintained Tor the Tull 
year," said Simon Keswick, 
chairman. 

Mr Keswick described the 
first half performance as 
“excellent”, with its two 
Hong Kong hotels outper- 


forming the sector and 
steady progress reported 
in London, Hawaii and 
Surabaya. 

A first-time contribution 
from the Mandarin Oriental 
near London’s Hyde Park, 
helped lift turnover 25 per 
cent to 5134m. 

Improved margins by sub- 
sidiary hotels contributed 
to an increase of 33 per 
cent in operating profit, to 
S45m. 

At the associate level, the 
Oriental Bangkok held up 
well in an increasingly diffi- 
cult market. 

The Oriental in Singapore 
raised pro fi ts, but falls were 
seen in Macao and Jakarta, 
reflecting reduced visitor 
arrivals in those markets. 


The group’s 25 per cent- 
owned hotel in Kuala Lum- 
pur is progressing and is 
scheduled for a full opening 
before the Commonwealth 
games in September next 
year. 

The recent acquisition 
of a further 10 per cent 
stake In the Mandarin 
Oriental Jakarta means that 
the operation will in fixture 
be accounted for as a subsid- 
iary. 

Combined total revenues 
from hotels under manage- 
ment dinibed from S193m in 
the first half of 1996 to 
$223m fhfc time. 

Earnings per share rose 
from 4.08 cents to 4.82 cents, 
while the interim dividend 
is held at L65 cents. 


r 


Solicitation of offers to acquire the business of 


INDUSTRIE AERONAUTICHE E MECCANICHE 
RINALDO PIAGGIO S.p-A. 
in Amministrazione Straordinaria 
(Law of April 3. 1979, n. 95) 

The Commissioners of Industrie Aeronautiche e Mecca niche Rinaldo Piaggio S.pA. in 
Amministrazione Straordinaria, as authorized by the Ministry of industry (Supervisory 
Authority) to execute what stated hereinafter on the basis of the decree dated July 3, 1997 

whereas 

a) “Industrie Aeronautiche e Mecca niche Rinaldo PIAGGIO S.pA." (hereinafter called 
1A.M. Rinaldo PIAGGIO S.pA. in AS.) operates in the aerospace industry, namely the 
aircraft and aeroengine sectors. 

The Company carries on the following activities: 

AIRCRAFT SECTOR: 

• R&D and manufacturing of airplanes for military and commercial uses; 

• maintenance of airplanes 

• manufacture of aircraft components within joint production programs for civil and 
military sectors; 

AEROENGINE SECTOR: 

■ manufacture under license of turbojets and turboshaft engines for civil and military 
aircrafts; 

■ maintenance of turbojets, turboprop and turboshaft engines. 

in addition, the Company designs, manufactures and repairs SHELTERS for civil and 
military use. 

Activities are carried out at plants in Finale Ligure (Savona) and Genova-Sestri Ponente;the 
Company operates on domestic and international markets; 

b) the Company is operating within the framework of the re-organization plan as per art. 
2, sub-paragraph 5, of the Law n. 95 of April 3, 1979 (Prodi Law) approved by the Minister 
of Industry on May 4, 1995. Its operations have allowed the Company to achieve a 
remarkable number of orders as well as satisfactory profits In 1996; 
the Commissioners intend - according to the procedure herein described - to sell either 
the entire Business of 1A.M. Rinaldo PIAGGIO S.pA. in AS. or single Units, thereof' 
aircraft, engines, shelters, to exclude outstanding liabilities and credits as of 28.1 1 .1994, 
unless specifically related to operations, whilst maintaining the employment level as 
referred to the approved re-organization plan; 

the Commissioners, within the framework of the take-over procedure above, have been 
authorized to avail themselves of an advisor, ROTHSCHILD ITALIA S.pA based in 
20123 Milano, C.so Magenta 12 (hereinafter called "ROTHSCHILD") 


V 


c) 


d) 


that the procedure aimed at identifying possible purchaser/purchasers of the Business (or 
of single Units as specified above) will take place as follows: 

1. 1st Phase. Non-binding offers. 

Any party (provided they are joint-stock companies or other general entities) Interes te d In 
taking part in the take-over procedure shall state such interest in writing to ROTHSCHILD 
(to the attention of Alberto Cattaneo/lrving Bellotti, ph. 0039-2-72443333. Fax 0039-2- 
72443300). 

The letter shall state the name of the tenderer and a brief description of its activities and 
strategic objectives. No letter of intents from middlemen shall be taken into account, nor 
will brokerage fees shall be paid. 

The parties as described above shall be entitled to obtain, subject to signing of a 
confidentiality agreement, an Information Memorandum on the basis of which they shall 
formulate their non-binding offers . 

Such offer shall include: 

a. further information on the prospective investor, to indude the name of the first ten 
sherehoiders and a copy of the latest annual report; 

b. the specific object the tenderer intends to require (the Business or its single Units 
thereof); 

c. a preliminary multi-year industrial plan covering not less than three years to provide 
details on investments, management, employment level, business development as 
wall as any further information which may prove the tenderer's reliability; 

d. the price the tenderer Intends to pay for the Business or for single Business Units, as 
well as the underlying assumptions; 

e. e suitable statement by a leading bank certifying that the bidder is finandally in the 
position to execute the offer. 

The non-binding offer, duly designed by the tenderer's legal representative, shall be 
delivered to ROTHSCHILD within ftOOpm of October 31, 1997. 

The Organs of the Procedure - being each of them empowered to act as provided for by the 
law - shall evaluate, together with the advisor, the offers received in due time, with the 
objective of qualifying at their own discretion, the prospective investors which will gain 
access to the 2nd Phase. 

The final judgment expressed by the Commissioners shall, at any rate, be based on the 
following elements: 

• the quality and reliability of the industrial plan submitted; issues such as financial 
performance, production continuity and employment level shall be particularly consid- 
ered; 

■ the price stated in the non-binding offer offered to purchase either the Business or 
single Business Units; 

• the tenderer's financial reliability and solvency- 

The parties taking part in the 1st Phase shati be informed on their qualifications for the 2nd 
Phase by December 1, 1997. 

2. 2nd Phase. Binding offers. 

The 2nd Phase shall be aimed at submitting binding offers. 

The parties entitled to take part in this phase shall be in the position to obtain further 
information, and shall be entitled to carry out a due diligence procedure according to the 
conditions and terms that shall be notified to them in due course. 

The parties may submit a written binding offer to purchase the entire Business of Piaggio 
or single Business Units thereof to ROTHSCHILD within &00pm of February 16,1998. 
Such binding offers shall be based on a draft contract to be sent to them, and shall be 
supported by a guarantee deposit paid through either a noh-trasferable cashier's check or 
a bid bond issued by a leading Italian bank and amounting to 10% of toe price offered. 
Such offer shall be irrevocable for not teas than 90 days from the submission date. 

The participation in the acquisition procedure shall not give rise to any pre-contractual 
commitment nor shall it be binding on the Commissioners. 

The Organs of the Procedure - each of them as empowered by the law - will be entitled to 
take any decision on the award. 

This solicitation shall not on any account, be: 

■ a public offer as per art. 1336 Civil Code; 

■ an incentive to public saving; in addition, it must be made dear that no security nor 
stocks and shares of any kind shall be, either directly or indirectly, the abject of the 
future sale. 

This solicitation and the relations arising from it shah be subjected to Italian Law and 
jurisdiction. 

The CommJssiamre of 
LAM. Rinaldo Piaggio S»pA 
in Amminlstrazkme Straordinaria 




Dairy Farm, the Hong 
Kong-based food retailing 
arm of the Jardine Group, 
yesterday announced net 
profits of US$38m for the 
first half of the year, a sharp 
increase over the $21m 
recorded last time, and sig- 
nalled recovery after a series 
of disappointing results, 
writes John maafaig. 

Simon Keswick, chairman, 
said that while it would take 
time for the fall benefits of 
restructuring to come 
through, the outlook had 
improved. Cash flow rose 
strongly, while the troubled 
Australian operations bene- 
fited from reorganisation. 

Sales during the first half, 
including associate compa- 
nies, rose 5 per cent to 
$8-67bn. Interest costs were 
lower after a cut In working 
capital, while currency 
movements lifted pr ofi t s . 

Earnings per share rose 76 
per cent to 2.17 cents, while 
the interim dividend was 
held at L65 cents. 

In Australia, the group is 


now generating almost half 
its profits from fresh- 
produce stores. Failure to 
react quickly to demand for 
such stores has been one of 
the main reasons for costly 
provisions and felling profits 
at the company In recent 
years. 

Other operations saw 
mixed results. In. Hong 
Kong, profits were flat at the 
Wellcome supermarket divi- 
sion, reflecting Investment 
in systems and logistics, but 
7-Eleven and Olivers posted 
Improved returns. Maxim’s, 
the group’s 50 per cent- 
owned restaurant group, per- 
formed strongly, raising 
sales, profits and market 
share. 

Dairy Farm continued to 
expand in dhina, adding to 
its 7-Eleven operations in 
Shenzhen and nd Guang- 
zhou with a new supermar- 
ket joint venture in 
Chengdu. 

Taiwan saw a disappoint- 
ing performance at Well- 
come and Mannings, the 


pharmacy chain, while the 
group is preparing to enter 
the hypermarket sector 
there. 

Singapore performed 
steadily, and the supermar- 
ket joint venture in Malaysia 
continued to increase sales. 

Kwlk Save, the UK super- 
market associate which has 
proved a problem for the 
group, has launched a three- 
year restructuring pro- 
gramme. This includes the 
launch of pilot stores in a 
new format, the first of 
which was opened in April, 
and the introduction of own- 
label brands. Sales at the 
company fell during toe first 
half, but this was offset by 
improved margin*: 

In a move to concentrate 
on its core retailing busi- 
nesses, Dairy Farm recently 
sold Its 49 per cent stake in 
the Nestle Dairy Farm joint 
venture to its partner. This 
will lead to an exceptional 
gain of $24m. to be taken in 
the full-year results. 


Yaohan pays price 
for over-expansion 


T he collapse of Yaohan 
Japan, with debts of 
more than Yl60bn 
(S1.33bn), spoke as elo- 
quently about the growing 
problems in Japan's retail 
sector as it did about the 
special difficulties faring the 
Yaohan empire. 

With its record of reckless 
overseas expansion in the 
1980s and direct financing 
methods through placement 
of convertible bonds, toe 
company was a classic case 
of “too much, too soon", says 
Howard Smith, retail analyst 
at ING Barings. 

Yaohan was regarded as 
something of a maverick in 
Japan's staid chain-store sec- 
tor. Rather than building up 
toe solid ties to large finan- 
cial institutions which sup- 
port so much of corporate 
Japan, Yaohan turned to toe 
capital markets, issuing con- 
vertible bonds - at least 
Y40bn of which were still 
outstanding when it filed far 
court protection from credi- 
tors yesterday. 

It was not until last 
December, however, when 
Yaohan’s financial problems 
were becoming visible, that 
Kazuo Wada, chairman of 
Yaohan Japan and Yaohan 
International Holdings, 
acknowledged the fundrais- 
ing strategy was "mis- 
placed". 

In a rare admission, Mr 
Wada said the company 
should not have side-stepped 
the traditional method of 
building relationships with 
banks. 

One problem, however, 
was beyond Its control: the 
increasingly bleak outlook 
for Japan’s medium-sued 
supermarket chain opera- 
tors. 

In recent years, large 
chain-store operators have 
been hit by the rise of dis- 
count stores, which have 
thrived on growing demand 
for better value. Discounters 
of every description have 
been aided by recent 
changes to the laws govern- 
ing large-scale retailers, 
which once made it virtually 
impossible for a company to 
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set up a large store without 
gaining the approval of other 
retailers in the district 

Coupled with the rise of 
discounters has been the 
success of convenience 
stores. Seven- Eleven is one 
of Japan's most profitable 
companies, and analysts say 
the sector is set to nearly 
double sales and profits in 
the next five to 10 years. 

The problems facing super- 
markets were compounded 
in 1996, when food sales 
plummeted amid the sum- 
mer outbreak of E. ooli food 
poisoning. Then, early this 
year, just as consumer senti- 
ment was beginning to 
recover in step with the 
economy, retailers were hit 
by the April 1 increase in 
sales tax, from 3 to 5 per 
cent. Since then, sales in 
nearly every retail sector 
have steadily tumbled. 

The only solution for 
Japan’s troubled supermar- 
ket operators is a complete 
restructure of their business 
strategies, according to 
Toshiko Binder, retail ana- 
lyst at HSBC James CapeL 
"For all supermarket opera- 


tors, fixed costs are so high 
and they haven't been able 
to offset them with high- 
margin items. There’s a 
structural weakness there. " 
she said. 

Most supermarket chains 
have relied on standard 
hTgh -rawr gto items, such as 
clothing, to offset high fixed 
costs, she said. Of the vari- 
ous items offered by the 
average Japanese supermar- 
ket, it is such high-margin 
products which have suf- 
fered the biggest fell in sales 
- partly due to the rise of 
discount retailers, and partly 
because "Japanese consum- 
ers are very picky about 
fashion," says Ms Binder. 

Yaohan, which operated 
nearly 60 supermarkets, 
mainly in. the Shizuoka and 
Chizbu region south-west of 
Tokyo, had particularly diffi- 
culty appealing to Japanese 
consumers, Ms Binder adds. 
“While they were doing well 
in the UK, New York and 
growing in China, they saw 
their business languish in 
Japan.” 

Gwen Robinson 


Commerzbank 

eyes Japanese 

acquisition 


By Paid Abrahams In Tokyo 

Commerzbank is considering 
rnaking a Japanese acqpasi* 
tion In preparation for ‘TmS 
Bang”, the deregulation of 
Tokyo’s financial markets. 

MurHn Kohlhaussen, Coin- 
merzbank chairman, said 
yesterday the bank was con* 
templating a deal to help 
market its international 
asset management products 
in Japan. 

“We would prefer to 
expand organically, but we 
should not say too’ to oppor- 
tunities. If the possibility 
comes to join forces with a 
domestic organisation, then 
we are open to suggestions,” 
he said. 

Mr Kohlhaussea said Com- 
merzbank's product portfolio 
in asset management was 
complete. 

“We offer German prod- 
ucts, of course, but also US 
products through Montgom- 
ery, "UK products through 
Jupiter Tyndall, and French 
products through Caisse 
Centrale de Rfiescompte - all 
will be of interest to Japa- 
nese customers. What we 
now need is to expand our 
Japanese distribution. 

A number of western asset 
management companies 
have been looking to forge 
links with, or acquire, Japa- 
nese brokers to provide dis- 
tribution. However, so far 
they have been deterred by 
high prices. Analysts believe 
many are now looking at tie- 
ups with regional banks. 

Some of the proceeds of 
Commerzbank's forthcoming 
DMLSbn ($84fim) rights issue 


could be used for toe deal, 
Mr Kohlhaussen said. The 
funds would also be used to 
pay for recent acquisitions 
In the US. Morocco and 
Poland, as well as increasing 
the bank s tier-one ratio. 
This should be 6 per cent by 
the end of toe year, he said. 

In addition, the bank 
planned to build up its Japa- 
nese equities operations. 
“We are committed to 
expanding our fixed income 
equities much more. This is 
a new commitment," said Mr 
Kohlhaussen. 

“After European monetary 
union, international inves- 
tors looking to diversify 
their portfolios will need to 
turn increasingly to Japa- 
nese bonds, particularly 
once interest rates pick up 
from these very low levels," 
be said. 

Commerzbank would post 
double-digit profits growth 
in the second half of year, 
added Mr Kohlhaussen. He 
wanted the bank to achieve 
a post-tax return on equity 
of 15 per cent in the period. 
Its Japanese operations 
made a profit of DM1 lm last 
year. 

Mr Kohlhaussen also said 
Commerzbank and Vereins- 
bank had decided to split 
their Joint venture, Adig, 
which is Germany's fourth- 
biggest fund manager. There 
had previously been sugges- 
tions that one or other of the 
companies would buy the 
other out 

Mr Kohlhaussen said nego- 
tiations to complete toe deal 
should be concluded by the 
end of the year. 


Suzuki warns 
over Maruti 


By Mark Nicholson 
in New Delhi 

Suzuki, the Japanese 
carmaker, has warned the 
In dian government that the 
breakdown in relations 
between toe two joint part- 
ners in Maruti. India’s big- 
gest carmaker, could “jeop- 
ardise" the company's 
commercial future. 

A tough statement issued 
in Delhi said Delhi’s failure 
to consult toe Japanese com- 
pany on “critical business 
decisions" threatened Suzu- 
ki’s ambition to create “a 
professionally managed com- 
pany distanced from the 
Ministry of Industry and 
Suzuki Motor Corporation”. 

The remarks follow Suzu- 
ki ’s anger and surprise at 
last month’s nomination by 
Delhi of R. S- S. L. N. Bhaska- 
rudu as Maruti's new man- 
aging director. Suzuki com- 
plained that it did not agree 
that Mr Bhaskarudu was a 
suitable candidate, and that 
it was not consulted. 

The statement suggests 
that Suzuki intends to pur- 
sue the dispute at Maruti’s 


annual meeting on Monday, 
at which Mr Bhaskarudu’s 
no mina tion must be ratified 
by the board. 

Suzuki said that the “cur- 
rent embroglio" between the 
two 50-50 partners in Maruti 
“could escalate into a situa- 
tion in which all the parties, 
and particularly Maruti. 
would lose”. 

It expressed strong regret 
that Delhi had failed to con- 
sult Suzuki over Mr Bhaska- 
rndu’s appointment, saying 
that the Japanese company 
had approached the Ministry 
of Industry "on numerous 
occasions to reach a consen- 
sus with them on this criti- 
cal issue". 

Neither Maruti nor the 
Ministry of Industry would 
comment yesterday. 

Late last night. Press 
Trust of India, an Indian 
news agency, said in an 
unattributed report that 
Suzuki would today seek a 
court order placing a stay on 
Mr Bhaskarudu's nomina- 
tion, or alternatively a defer- 
ral of Monday's agm. 

There was no independent 
confirmation of the report 


Profits collapse 
at Country Road 


By Elizabeth Robinson 
in Sydney 

Country Road, the 
up-market Australian 
clothes and home furnishing 
retailer, reported a collpase 
in annual net profits to 
AJ 122,000 (US$87,000), after 
the previous year’s record 
A$l0.17m. 

The group blamed a weak 
domestic retail market for 
the fall, and pointed to 
growth in its overseas 
operations, especially the 
US. Sales fell 5 per cant to 
A$264m in “one of the most 
difficult years in the compa- 
ny’s history”. Country 
Road’s A$l.95m abnormal 


loss, declared at the interim, 
related to systems difficul- 
ties at its new distribution 
centre and the relocation of 
its head office. 

pie group said it expected 
a “significant improvement" 
this year, especially because 
the US operations were pick- 
ing up and were now show- 
ing a profit Sales in the US 
rose 14 per cent last year, 
with the second half show- 
ing 23 per cent growth. 

Further expansion is 
planned overseas. Inc l uding 
the group's first stores in 
Malaysia and Japan. 

Losses per share were 3.7 
cents, against earnings of 
16.6 cents the year before. 


Cosco group to restructure its operations 


By Louisa Lucas 
In Hong Kong 

China Ocean Shipping 
(Group) Co. the national 
shipping line. Is to restruc- 
ture its operations, accord- 
ing to Cosco Pacific, its 
Hong Kong-listed arm. 

The move, intended to 
facilitate mergers and acqui- 
sitions, could see further 
asset injections to Cosco 
Pacific from the mainland 
parent 

Asset Injections - and the 
anticipation of acquisitions 
at favourable prices - helped 


fuel this year's rally in the 
share prices of “red chips " - 
mainland-backed Hong Kong 
companies. 

Under the restructuring, 
three new companies will be 
set up in Shanghai, Tianjin 
and Guangzhou. These new 
companies will run, respec- 
tively. the group's container 
vessels, bulk carrier and 
general cargo operations. 

Ail three will initially be 
wholly owned by the Cosco 
group, but the shareholding 
structure will later be 
adjusted to allow mergers 
and acquisitions. 


The stre amlining wtU cut 
jobs and improve economies 
of scale. Zhang Dachun, 
vice-chairman of Cosco 
Pacific, said he did not rule 
out acquiring assets from 
toe parent company in the 
wake of the restructuring. 

Mr Zhang was speaking as 
Cosco Pacific, one of Hong 
Kong’s biggest red chips, 
unveiled an 84.7 per cent 
jump in net profits for the 
six months to June, from 
U5$32.4m last year to 
859.84m. 

The rise reflects a 16.7 per 
cent Increase in the group’s 


container fleet capacity and 
a high utilisation rate, of 100 
per emit with Cosco and 93 
per cent with other custom- 
ers, compared with an indus- 
try average of 85 per cent 

Cosco Pacific's customer 
list also expanded, with 37 
new names bringing the 
total to 76. The company 
responded by buying new 
containers , although rental 
rates were under pressure, 
with strong competition 

worldwide. 

Nevertheless, Shi Qin, 
managing director, said 
there were signs that the 


container leasing market 
had begun to stabilise. “In 
view of the increasing 
demand from Cosco. the 
group rem ains confident 
that it will benefit from the 
recovery of the container 
leasing majteL" 

Cosco Pacific's profits mar- 
gin also improved, from 31.6 
per cent to 54.7 per cent 
Earnings per share rose 
523 per cent, from L95 cents 
in the first half of 1996 to 
237 cents. The directors plan 
an interim dividend of 7 
Hong Kong cents per share 
against 6 HK cents last tmu». 
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COMPANIES AND FINANCE: THE AMERICAS 



By Louise Ketioe ■: ?\; 

fti San Francisco 

' £ 

Intel and Compaq yesterday 
announced an »tnu>H 

at extending their domi- 
nance of the semiconductor 
and ; personal, computer 
industries into the computer 
networking arena. 

Their aim, they said, was 
to develop industry stan- 
dards. and speed the deploy- 
ment of new, highspeed' net- 
working technologies. 


The alliance also repre- 
sents a new competitive 
challenge to companies such 
as 3Com, the leader in the 
local area networking equip- 
ment market: 

Intel and' Compaq said 
they would collaborate in 
the- development of a broad 
range of networking equip 
ment alined at companies 
that are building high-band- 
width networks, with an 
emphasis on bringing new 
networking technologies to 


market rapidly. The first 
products of the alliance 
would be launched in the 
fourth quarter of this year, 
they said. 

“We're certain that this 
joint effort will inexorably 
alter the landscape of the 
networking marketplace,” 
said Alan Lutz, Compaq 
senior vice-president in 
charge of communications 
products. 

Compaq, which has been 
expanding its range of 


networking equipment prod- 
ucts over the past year 
through alliances and inter- 
nal development, will license 
Intel networking technolo- 
gies for use in network 
server computers. 

For Intel, the alliance rep 
resents a means of accelerat- 
ing the deployment of fast 
networks that take full 
advantage of computers 
-based on its latest high- 
performance microprocessor 
chips, such as th>» Pe n ti um q 


processor. It also could pro- 
vide a boost to Intel's grow- 
ing networking equipment 
business. 

The alliance comes as 
many businesses are moving 
to upgrade their internal 
networks to incorporate 
video and voice, as well as 
data co mmunicat io n a 

These new applications 
require high-speed networks 
beyond the performance of 
today's standard Ethernet 
links. 


Rising dollar blamed for all ills 

Some companies may be using currency strength to mask a broader slowdown 


I t has become this 
month’s most over -used 
excuse. 

■Companies as varied as 
Polaroid and Manpower have 
listed the rising dollar as a 
reason for failing to meet 
short-term earnings expecta- 
tions. Investors have started 
to fret that the expansion of 
the most globally-minded US 
companies will be hampered, 
-hi reality, there could be 
more than a little obfusca- 
tion in- all of this. The trade- 
weighted value of the dollar 
has been cm the rise for two 
years: only in recent weeks 
has the effect cm the foreign 
earnings of corporate Amer- 
ica become a focus of such 
public concern. 

And the underlying pic- 
ture on profits for most com- 
panies remains strong, at 
least in the short term. 

Profit warnings always 
come in flurries just before, a 
quarterly earnings season 
(the current period ends in 
two weeks). It is common to 
find the samp reasons being 
picked up and echoed by dif- 
ferent companies. 

Earlier this week, for 
instance, Eastman Kodak 
listed the strength of the dol- 
lar as one of several reasons 
for its weak earnings out- 
look - to be followed quickly 
by a similar warning from 
the other big- US photo- 
graphic company, Polaroid. ' 

None of this should come 
as news to the stock market. 

“Currency has been a fac- 
tor for the last few quar- 
ters," says Chuck HiR direc- 
tor of research at First CalL 
He notes that analysts who 


follow International Busi- 
ness Machines expect the 
higher dollar to shave 
around 10 cents a share from 
the company's earnings for 
the third quarter - about the 
same as it did in earlier 
quarters this. year. 

Like other companies with 
foreign income, the impact 
in the short term com es 
from translating overseas 
ea r nings into dollars at cur- 
rent exchange rates, 
although a longer-term shift 
affects the underlying com- 
petitive position of American 
companies in world markets. 

Estimates of the transla- 
tion effects of a rising dollar 
vary. According to Goldman 
Sachs. if companies in the 
Standard & Poor’s 500 took 
no action at all to hedge 
their currency exposures, 
th e" the aamingR per share 
for the index in the third 
quarter would be reduced by 
some 10 cents. 

Many companies do hedge, 
of course - and Goldman 
says it has not changed its 
estimates for earning s this 
year and next 

It is also worth noting that 
some sectors which rely 
most heavily on overseas 
earnings have not been a 
focus of attention: the big 
pharmaceuticals companies, 
which generate half their 
sales abroad, have seen their 
sales cut by 2-4 per cent for 
several quarters in a row 
because of currency transla- 
tion, but have stiff seen 
earnings power ahead. 

There may certainly be a 
longer-term effect cm profits. 
Fdr industries which were 
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rebuilt on the back of the 
dollar's long decline against 
the yen - most notably the 
car industry - the currency 
rebound raises some trou- 
bling questions. 

B ut for now, the mid- 
1990s export boom 
continues in full 
swing, suggesting that cor- 
porate America has been up 
to the challenge. Exports 
grew at an annualised rate 
of just under 20 per cent in 
the first half of 1997. 

If the news about the dol- 
lar is already known and 
largely discounted, why the 


sudden flurry of concern as 
the third quarter draws to a 
close? 

One possible answer is 
that by switching more 
attention to the dollar, some 
companies are trying to 
downplay a broader slow- 
down in their profit momen- 
tum. In this earnings-driven 
bull market, any suspicion 
that the six-year profitability 
boom was coming to an end 
would certainly cause a 
shudder. 

Wall Street’s fear is that 
the rise in corporate profit 
margins will finally run out 
of steam as companies run 


up against higher labour 
costs on the one Hand and a 
continuing squeeze on prices 
on the other. Other factors 
that have propelled the mar- 
gin expansion - lower tax 
rates, for instance, and a 
decline in interest costs - 
have already been played 
out 

There are certainly anec- 
dotal signs that this squeeze 
is being felt. Kodak, for 
instance, has seen its com- 
petitive position deteriorate 
in the face of a domestic 
price war launched by Fuji, 
its Japanese rival: heavy 
cost-cutting is now likely. 

And on Wednesday, 
Owens Corning, which 
makes building materials, 
warned of pricing pressure 
in its insulation business 
and promised an aggressive 
attack on costs. It 
announced that earnings 
this year would be $3.70-$330 
a share, compared with Wall 
Street expectations of $4.49. 

In spite of such evidence, 
though, the overall 
short-term earnings picture 
still looks pretty good. After 
a slow-down last year, the 
earnings growth of compa- 
nies in the S&P500 has 
picked up again: this quarter 
will be the 21st out of the 
last 23 in which operating 
earnings per share have 
grown by 10 per cent of 
more, says First Call. 

Wail Street expects the 
next quarter to be the 22nd. 
As long as that remains the 
case, this bull market would 
seem to have further to run. 

Richard Waters 


Brazilian 

utility 

sell-off 

priced 

By Jonathan Wheaitey 
in Sao Paulo 


The fast-moving privati- 
sation of Latin America's 
electricity industries took 
another step forward yester- 
day. with the announcement 
of a combined minimum 
price of R$1.68bn 
(US$l.53bn) for the sale on 
October 27 of two electricity 
distributors in the southern 
Brazilian state of Rio 
Grande do SuL 

The announcement fol- 
lows a rfiwtiar one on Tues- 
day by the government of 
Sffo Paulo state, which said 
it would sell a majority 
stake in CPFL, one of two 
distributors it plans to auc- 
tion this year, for a mini- 
mum of R$2.1btL 

The sales are part of plans 
to sell federal and state elec- 
tricity assets, expected to 
raise R$45bn. With the addi- 
tion of telecommunications 
and infrastructure. Brazil 
plans to sell assets worth 
R$80bn by the end of the 
century. 

The Rio Grande do Sul 
sales provide further evi- 
dence of the increasing 
interest of foreign power 
companies in Latin America. 
The state said companies 
that had expressed an inter- 
est included the US groups 
AES, Community Energy 
Alternatives of New Jersey, 
and IES of Iowa. Tractebel 
of Belgium, Perez Companc 
of Argentina and SACA of 
Venezuela were among the 
others. 

The two sales mark the 
first stage in the privatisa- 
tion of Rio Grande do Sul's 
electricity industry, result- 
ing from the break up of 
CEEE, the state holding 
company, last month. 

The distributors to be sold 
are Companhia Norte-Nor- 
deste (CNN) and Companhia 
Centro-Oeste (CCO). The 
state will sell 9Ck8 per emit 
of CNN for R$895.3m and 
90.9 per cent of CCO for 
R$780.im. Analysts say the 
distributors are likely to 
fetch between R$l.3bn and 
H$I-5bn each at auction. 


AMERICAS NEWS DIGEST 


Sodexho in talks 
with Marriott 

Marriott International, the hotel and services group, and 
Sodexho, the French contract catering group, yesterday 
confirmed they are in discussions about combining their 
US food service and facilities management businesses. 

- In a statement, both companies said it was too early to 
comment on the results of their discussions but “were 
any such transaction to be consummated, it is Marriott 
International's intention to preserve bondholder value”. 

The statement added that “both companies noted that 
there can be no assurance that such discussions will lead 
to a transaction or as to the timing or possible terms 
thereof, and that they do not intend to issue a further 
public statement with respect to this subject unless and 
until a binding agreement is reached" . 

The statement was issued in response to disclosures in 
the Financial Times that the two companies are holding 
talks. The companies are also thought to have been dis- 
cussing with Merrill Lynch, advisers to Marriott, the 
option of then demerging Marriott’s hotel interests, 
largely debt-free, from the combined entity. 

William Lewis, New York 

■ FOOD 


Chiquita to buy Stokely 

International banana producer Chiquita Brands Interna- 
tional has agreed to buy canned vegetable producer 
Stokely USA in a $110m stock-and-debt deal, the compa- 
nies said. Chiquita would pay the equivalent of $1 a share 
in the form of Chiquita stock, the companies said in a 
joint statement. The number of Chiquita shares trans- 
ferred would be determined by the average dosing price 
of Chiquita stock for 15 trading days prior to the deal’s 
closing. Reuters, Cincinnati 

m WATER TREATMENT 


Memtec rejects US Filter bid 

US Filter, a provider of water and wastewater treatment 
systems, said it had launched a cash offer for Australia- 
based Memtec valued at US$330m, or $30 a share. 

Memtec. which makes water filters, called the bid “woe- 
fully inadequate”. 

US Filter said it already owned about 4.9 per cent of 
Memtec. The bid is the latest move in the company's drive 
to dominate the global water treatment market. It is “the 
first unsolicited bid” in the water business, according to 
Richard Heckmann, US Filter chief executive. 

The offer represented a 25 per cent premium over the • 
closing price on Tuesday of Memtec 's American Deposi- 
tary Shares. On Wednesday, Memtec ADS’s closed at 
$24%, up 52% cents. Agencies, New York and Sydney 

■ GENERAL MOTORS 


Delphi says unit for sale 

General Motors, continuing to cull marginal operations 
from its Delphi Automotive Systems parts unit, said yes- 
terday it would try to sell its coil spring, vehicle lighting 
anil seating businesses. Delphi said the plan to sell the 
business, which employs 11,300 worldwide, is part of a 
continuing review and would allow the components 
maker to concentrate on better-performing, higher-growth 
businesses. Reuters, Detroit 


BERTRAND FAURE 


FIRST HALF 1997 
SHARP INCREASE IN EARNINGS 

The Bertrand Faure Board of Directors meeting, chaired by Daniel Dewavrin. Chairman and 
CEO. was held on Tuesday. September 16. 1997, for the purpose of cramming the statements for the 
first half of 1997. 
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Revenues 

Auto motive Seats 
Aeronautics 
Lnogage 
Other 


TOTAL 


Operating earnings 
Current earnings 
Consolidated net earnings 
Net earnings (Group share) 
Cashflow 

Shareholders' equity 
Net financial debts 



6 512.1 
2933 
36$3 
. 49.4 


123 

173 

(73) 


12575.1 

5603 

706.7 

232 


7223.1 


10.9 13 8713 


396.7 

336.6 

201.5 

1753 

40.8 
56.7 
564 
59.6 . 

726 2 
639.1 
3464 
3033 

. . 4653 

264 

9264 

1444.6 

— 

1 495.5 

2281.0 

. _ - 

1834.8 

Mgfli 
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Bertrand Faure consofotaed revenues for (he first batf of 1997 totaled FF 8,008.5 miOioa an mcrease of 
103%, resulting mainly from die Automotive Seal business, which boasted an increase of 1 12%. and whose 
sales of finished products alone increased by 14.4%, on a constant structural and currency basis, especially in 
North America, which recorded a 37.7% increase, Germany a 21% increase and France an increase of !J%. 
After experiencing supply problems related loihe imptemeutatioo of hs new orpannariooal structure, Ddsey 
suffered from tbe sharp decline in the French matte* in May and June. However, with the introduction of new 
hard-sided products, it began reversing ihetrend in that tnartat segment towards the end of the period. Raner- 
Figeac has from the rise in the dollar and has maintained die growth recorded in the first quarter 

thanks K> tbe recovery of die civil aeronautics market. 

For the Group as a whole; operating earnings moled FF 558.4 mUGan^ an increase nfFF I6L7 million, 
or a 403% increase compared with the first half of the previous year. FF 139.1 mfllicn of this figure is aaribo- 
table to the Automotive Seal business, which repotted operating earnings of FF 5118 miHioa, or 7.0% of 
revenues. The Kgative effects of price variations were offset by new productivity improvements aid by an 
increase in production volumes. Research and Development activities condoned,, with expexxfitures totaling 
FF 356.8 million. After customer billings, net costs totaled FF 263.4 nrifliac, an moose of 155% over 1996. 

Continued debt reduction along with favorable interest tale changes have resuited in a decrease in financial 
costs md an increase in current income, which roofed FF 527.6 raiffion. k rqmaiEnCs: &6% of revenoes com- 
pared with 4.7% for the first half of 1996. 

A tax increase of FF 75.9 million related to positive changes in eanmtgsjfso reflects, in the case of Fiance, the 

effect rf tie new laws regardmg an increare m the corporate tax rate. 

The Group share of net earnings totaled FF 280.5 minion, versus FF 1753 mfllkni for the corresponding per- 
iod in 1996, or earnings per share of FF 1 6D verens FF 10.4 for the end of June. 1996. 

Cash flow increased by 26.4% compared with 1 996. totaling FF 5835 nuffian. It accounted for 73% of reve- 
nues and covered tbe tangible and intangible capital expenditures, which totaled FF 278. ! miUkm. 

■eduction of die net financial debt continued. At the end of June, 1 997, die debt was FFl*i812miffic», 
representing a30.6% decrease over tbe ha twelve mouths. SbarehoMecs’ equity indntfing the capital increase 
related to dividend reinvestment totals EF 13593 million. The ratio of net financial debt to shareholder’ 

equity was thus reduced to a9io U at die end of 1996 and 1. 6 aid* end of June, 1996. 

fr«n customers incficMc that business stould remamsaady bo* in Europe and 
North America over the next few months. 

Given these ritcmnsonces, otmings in the second half of the year should also be op in comparison with the 
sameperiodtol996.cootnlwtii^» ffl b s,a ^5 ,, ®^^^® sc ^3 ,earassw,llrfe - 

BenTtodFasm istme of the main car sea mqnfaaam uuhe vorU and rank first in Europe The Gmp isabo present 
in aeimnaics (Rarier-Figeacl and luggage (Detey >}:M 1996. Saks aaaaud w 13 S7t nuEon FF of thick 90% ms in 
automate sans. Bertrand Faure employs nun 9m 17 JOB people tfowgfcwJfeirortf wZ5rora2flo*^ 

Benmdfam a quoted on the Paris Bourse.andubri 


]-/j e Automotive Seat i ng Architect 
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1997 Interim results 


GROUP NET INCOME ROSE 363% TO FRF 3.7bn 

(AN INCREASE OF 323% IF ADJUSTED FOR CHANGES DM GROUP STRUCTURE) 


• Interim earnings per share: 
FRF 39.9 1+23.1%*}. 

• Return on Equity (ROEJ: 13.2% 
(10.5% for 1st half 1996). 

• Shareholder equity: FRF 59.8bn 
(as compared to FRF 54.7bn at 
June 30, 1996). 

• BIS ratio: 10.3%, of which Tier 
One: 5.9% (5.7% at June 30, 
1996). 


Firsf half results reflect 
partly the favourable envi- 
ronment for certain business 
lines r but also an improve- 
ment in the Group's core 
profitability. 

Barring unforeseen and 
highly adverse circum- 
stances, Group net income 
■for the 1997 financial year 
should show a substantial 
increase. 

Marc Vienot 

Chatman 


GROUP ACTIVITIES 

H French retail banking reported a. grass operating income of FRF 3. 7im (a rise of 8. 7%*). 

• Loans to indhdduak(+ 9.8%), deposits (+83%) and savings managed by the netemkrose. 

■ The intermediation spread remained stable. 

• Tbe rise.in operating expenses was contained to 1.1%. 

• Credit du Ncrrd consolidated its recovery (gposs operating income rose by 40%). 

SB International commercial and investment banking operations reported gross operating income 
of FRF 3.1 bn (an increase of 42%*). 

• AU business lines contributed to this growth, particularly trading activities, where gross 
operating income rose to FRF 1.5bn (+ 74%). 

• Corporate finance activities saw further expansion. 

• Development costs for this area were covered by income growth. 

88 Asset management activities reported a rise in gross operating income to FRF 0.6bn 
(+23.4%*). 

• Assets under managpnent totalled FRF 538bn (when including Credit du Nord). 

• The Group consolidated its position as n‘ 1 on the French market 

CONSOLIDATED RESULTS 

81 Net banking income rose by 27.7 % to FRF 27.1 bn (+ 12.5%*), reflecting strong 
performances from all actruities. 

SB Gross operating income rose by 21 J%* continuing tbe trend noted aver 1996. 

U Net allocation to provisions totalled FRF 3bn, an increase of 9.8% * due largely to tbe 
revaluation of real estate assets at their current market value. 

• Net allocation to provisions for commercial risk decreased foBomng a decline in domestic 
provisioning reepdrements. 

• Excluding real estate assets, real estate provisioning was down signifkanJfy. The Group does 
not anticipakarpfiaiherpnmisioniug during tbe seamdbalf of 1997. 

81 Net income from longterm investments totalled FRF l.lbn, reflecting capital gains on the sale 
of certain industrial stakes, of which FRF 0.4bn were reassigned to tbe Fund for ffneral 
banking rides in order to rdnfo n z he Group’s capital base. 

*vben adjusted for changes in Group structure. 

Far further information, call our financial coraraunicarian service in fozis on: 33 (0) 1 42 1454 78 

Internet; www.socgen.com 
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Alcatel rebound impresses investors 


By David Owen in Paris 


Alcatel Alsthom, the French 
telecoms and engineering 
group, yesterday impressed 
investors with the extent of 
its recovery, reporting first- 
half attributable net income 
of FFrl.49bn (5251m), com- 
pared with a loss of FFr374m 
last time. 

This was enough to push 
the shares - which have 
doubled since the start of the 
year - to FFr839 on the Paris 
stock market up FFr18, or 
2.2 per cent This was almost 
double the rate of advance 


recorded by the benchmark 
CAC-40 index. 

The company also 
confirmed that discussions 
with the UK’s General Elec- 
tric Company were continu- 
ing on the future of their 
GEC-Alsthom transport and 
power engineering joint ven- 
ture, and acknowledged that 
a stock market flotation of 
the business was still under 
consideration. 

"I c ann ot speak for the 
chairman of GEC, but it is 
true that a flotation is one of 
the possibilities", said Serge 
Tchuruk, chairman. 


GEC announced proposals 
for a flotation of GEC- Ala- 
thorn in July, with George 
Simpson, managing director, 
speaking of a plan to move 
the company away hum “a 
joint-venture culture”. 

GEC shares also rose fol- 
lowing yesterday’s develop- 
ments, closing ahead 4%p at 
387Vip. 

Alcatel’s performance was 
coloured by one-off items, 
with "other revenue" clim- 
bing to FFrl.33bn, from 
FFr4l3m last time, largely 
reflecting a gain on the sale 
of shares in Havas, the 


communications company. 

'Hie group is thought to he 
willing to consider selling 
the rest of its Havas stake, 
although not at current mar- 
ket prices. 

The sale earlier this year 
of Chateau Gruaud-Larose, a 
prestigious Mfldoc wine 
estate, also provided a one- 
off gain put at some tens of 

millirms of fraUCS- 

However, the main engine 
behind the first-half 
improvement was the 
group's operating perfor- 
mance. Income from 
operations surged more than 


fivefold to FFr2.68bn, from 
FFr478m a year ago. 

the faarifwp contributor to 
this was the ^ com- 
ponents Unit, With oper ating 
Income of FFri^bn, against 
FFrl.lbn a year ago, fol- 
lowed by GEC Alsthom. 
whose contribution was 
at FFrTQOm. . 

The principal improve- 
ment, though, na mu from 
Alcatel's core telecoms divi- 
sion, With Operating inmrnR 
of FFrSOOm. compared with a 
FFrl.3bn loss in the 1996 
first half 

The group said growth in 


its access and transmission 
businesses and in mobile 
communications was the 
same as, or better than, 
in 1996. 

It also experienced “a sus- 
tained rebound” in orders 
for submarine telecommuni- 
cations networks. 

Yesterday's figures 
included a FFr759m charge 
for restructuring costs, two- 
thirds of it at GEC Alsthom. 
The inteome tax bill was 
FFrS78m. 

The company expects its 
operating margin to exceed 
4 per cent in 1997. 


Deutsche Telekom to 


challenge Bonn ruling 


By Ralph Atkins in Bonn 


Deutsche Telekom, the 
German telecommunications 
giant, yesterday vowed to 
mount a court challenge to 
last week’s unexpectedly 
tough decision on the price 
it can charge rivals for net- 
work connections. 

Announcing half-year 
results showing a smaller- 
than-expected increase in 
pre-tax income from 
DM2.7bn to DM3.6bn 
($2.04bn), Deutsche Telekom 
warned the Bonn post minis- 
try's ruling would have 
"far-reaching consequences”. 

The shares, which fell 
heavily last week, dropped a 
further DM2.09 to DM32£0. 

Ron Sommer, nhair man, 
said competitors would be 
able to enter the market “at 
virtually no charge”. His- 
toric costs borne by Deut- 
sche Telekom - including 
investment in eastern Ger- 
many and in burying cables 
- “have been Iain to rest 
with one more or less ele- 
gant stroke of the pen”. He 
would not detail the impact 
on medium-term planning, 
except to say that it would 
he “negative”. 

The post ministry on Fri- 
day set city-zone “intercon- 
nection" tariffs of 1.97 pfen- 


nigs a minute between 9am 
and 9pm, and 1-24 pfennigs 
off-peak - far lower than 
demanded by Deutsche Tele- 
kom - in an attempt to stim- 
ulate competition. 

The decision by Deutsche 
Telekom - which is still 
majority-owned by the gov- 
ernment — to challenge the 
ruling was backed unani- 
mously by its supervisory 
board, whose members 
include Jttrgen Stark, state 
secretary at the finance min- 
istry. The threat of a drawn- 
out legal process Increases 
the chances of full liberalisa- 
tion proceeding in January 
without clarity on intercon- 
nection arrangements. 

Deutsche Telekom’s first- 
half pre-tax income was 
boosted by revenues up 7.3 
per cent at DM33bn. It 
expects stronger revenue 
growth in the second half 
and improved net Income. 

However, the group 
expressed disappointment 
with start-up costs of foreign 
investments and with the 
market share of tts mobile 
telephone operations. 

Mr Sommer said cost 
developments had been “less 
than completely satisfac- 
tory”. The reductions in staff 
numbers were on schedule, 
down almost 7 per cent in 


the first half, but personnel 
costs dropped only 2.1 per 
cent. Mr Sommer blamed 
higher social insurance pay- 
ments and wage increases in 
eastern Germany. 

Separately, Deutsche Tele- 
kom announced plans for a 
EcuSbn ($2.7bn) debt issu- 
ance programme, arranged 
by Deutsche Morgan Gren- 
fell. 

Joachim KrOske. finance 
director, said the gr o up was 
looking to optimise financ- 
ing costs and take advantage 
of favourable interest rate 
conditions. Its long-term 
plans to reduce debt 
remained unchanged. Net 
financial liabilities fell to 
DMBObn in the first half. 

Deutsche Telekom con- 
firmed plans to cut custom- 
ers’ telephone charges by 5 
per cent, with reductions 
pitched particularly at heavy 
users. But installation and 
rental charges would not be 
increased - as suggested by 
regulators at the po6t minis- 
try - to offset the decision 
on interconnections. 

“We will fight this compe- 
tition distorting decision of 
the regulatory authority • 
but not at the customer's 
expense." Mr Sommer said. 



Lex, Page 14 Ron Sommer will fight ’competition distorting dedskm* to cut conne c tio n tariffs cot am 


Pirelli 
lifts net 


earnings 
by 15.5% 


By Paul Betts in Milan 


Pirelli, the Italian tyres and 
cable group, yesterday 
reported a 15.5 per cent rise 
in first-half consolidated net 
earn ings to L238bn 
(USS137m), but said operat- 
ing profits fell 12.7 per cent 
to L344bn. 

It said the decline in the 
operating result reflected 
lower product prices, bat 
forecast an improvement in 
performance in the second 
half. First-half sales were 
virtually flat at L5,310bn. 

The company also expec- 
ted full-year results to be at 
least on the same level as 
1996, when it reported net 
profits of L436bn and oper- 
ating profits of L680bn. 

Pirelli said it was able to 
improve net profits, despite 
problems at operating level, 
through lower financial and 
restructuring charges. 

Marco Tronchetti Provera, 
chairman, said Pirelli's 
strategy would now focus on 
“speed", to react quickly to 
new market demands and 
opportunities. The compa- 
ny’s heavy restructuring 
phase was now over and 
Pirelli had to adapt to 
respond as swiftly as possi- 
ble to competitive pressures. 

"It is no longer a case of 
the big companies gobbling 
up the small ones,” he said. 
Tnctaad, companies quickest 
off their feet would eat the 
slower ones, he added. 

The change of strategy 
appears to reflect a growing 
trend in the highly competi- 
tive world tyre industry. 

Mr Provera said the new 
"speed” strategy was expec- 
ted to produce for Pirelli 
some S200m of additional 

benefits in 1988-99. 

Pirelli intends to acceler- 
ate its new modular tyre- 
making system, called Flex}, 
which the Italian company 
sees as its answer to Miche- 
lin’s C3M automatic tyre 
production system. It also 
plans to extend the lean 
organisation system of its 
South American plants to its 
European facilities. 

Other moves include 
transferring research into 
high-performance tyres and 
winter tyres to its German 
factory, and enlarging its 
productive base in e m ergi n g 
countries with high growth 
rates. Pirelli recently 
announced a 5200m expan- 
sion of its Brazilian plant 
and is studying new oppor- 
tunities in Asia. 


Weak Swiss franc aids Nestle surge 


By WBBasn Hall in Zurich 


Shares in Nestle, the world’s 
biggest food company, rose 
sharply yesterday after it 
reported a 40 per cent jump 
in first-half net income to 
SFrl.89bn ($1.3bn) - more 
than twice the rate of sales 
growth for the same period. 

The results were lifted by 
a weak Swiss franc, a 
SFrl96m positive swing in 
net non-trading expenses - 
caused chiefly by a change 
in accounting methods for a 
US tax credit - and by a 
drop in the tax charge from 
35 per cent to 31 per cent. 


However, the 26 per cent 
rise in trading profits, to 
SFrS-lbn, and the increase in 
operating margins from 8.6 
per emit to 93 per cent were 
well above most analysts’ 

wp pi rtiitiniw 

The shares responded by 
jumping SFr90, or 4.8 per 
cent, to SFrLSSO- 

Nestie said the improve- 
ment reflected tts efforts to 
improve competitiveness, 
particularly in supply chain 
management and produc- 
tion. It had also benefited 
from lower raw material 
prices and been able to pro- 
tect its margins from rising 


coffee prices by an active 
hedging policy. 

The company also used a 
strong market position to lift 
prices of its own products. 

Coffee remains Nestl&’s 
biggest contributor to prof- 
its. and concern over the 
company's vulnerability to 
the fluctuations In “green” 
coffee prices was one factor 
behind the under-perfor- 
mance of the shares this 


year. 

However, coffee is less 
important for Nestle than it 
used to be, and the group 
said this was one reason 
why it had been able to 


maintain healthy operating 
margins “even in a period of 
adversity". 

Heavy investment in the 
marketing and distribution 
of its top global brands held 
back Nestl6 profits in 1996. 
hi the latest period, market- 
ing spending returned to 
normal levels and its North 
American business also 
returned to its “traditional 
growth track" after the prob- 
lems of 1996. 

Nestlfe has been under 
pressure from the invest- 
ment community over its 
slowness in taking measures 
to boost shareholder value. 


Simon. Marahall-Lockyer, 
of Nat West Securities in Zur- 
ich, described yesterday’s 
results as a "turning point" 
for Nestlfe. while James 
Amoroso at Bank Julius 
Baer in Zurich said Nestle 
was a completely different 
company from two years 
ago. 

Under Mario Corti, the 
new finance director, the 
group has adopted a stricter 
approach to the use and 
returns of capital employed 
in its various businesses. 


World Stocks, Page 34, 
Commodities, Page 24 


Lufthansa and Karstadt 


to merge tourism units 


By Graham Bovriey 
in Frankfurt 


The battle for control of 
Germany’s travel industry 
intensified yesterday when 
Lufthansa, the German air- 
line. and Karstadt, one of the 
country’s biggest retail 
groups, announced the 
merger of their tourism busi- 
nesses. 

Candor, Lufthansa’s char- 
ter airline which is the big- 
gest in Germany, is to merge 
with NUR, Karstadt’s tour 
operating business, to create 
Germany's second-largest 
travel group with a turnover 
of DM7bn (53Abn). 

The move reflects intense 
competition in the European 
charter holiday market, 
where airlines face severe 
overcapacity. 

"There Is overcapacity in 
the carrier business, and 
this is not going to be the 
last we hear of consolida- 
tion,” said Bernd Jansen, 


analyst at UBS in Frankfurt. 

The move will also be seen 
as an attempt by Lufthansa 
and Karstadt to build a cred- 
ible rival to the travel group 
forming around Hapag- 
Lloyd, the transport and 
tourism group. 

JQrgen Weber, Lufthansa 
chairman, said: “This new 
company will break down 
the classic divisions 
between the travel agent, 
tour operator, airline and 
hotel." 

Lufthansa and Karstadt 
will each control 50 per cent 
of the new joint venture, to 
be called C&N Condor Neck- 

Bi mawn TourlStik. 

The consolidation reflects 
tha need for charter airlines 
to ensure a sufficient flow of 
passengers from travel 
agents. 

NUR is unlikely to pass on 
all of its bookings to Condor, 
but the Lufthansa division is 
now likely to get the lion's 
share of Its business. 


“This is a fiercely competi- 
tive market with a lot of 
price competition. There are 
small margins and they rely 
on high volumes. This will 
provide a guarantee of more 
business," said Andrew 
Light, airlines analyst 
at Salomon Brothers in 
London. 

The rationalisation comes 
against a background of 
sluggish consumer d emand 
and slow economic growth 
in Germany. 

The moves by Lufthansa 
and Karstadt on the one 
hand, and Hapag-Lloyd on 
the other, have raised the 
prospect of a sharp consoli- 
dation of the German travel 
and tourism industry around 
the two groups, squeezing 
out smaller operators. 

Hapag-Lloyd signalled last 
week that li wanted to take 
full control of Touristik 
Union International, Ger- 
many’s largest tour operator, 
of which it has 30 per cent. 


KME ahead as 


labour costs fall 


By Graham BowJey 
in Frankfurt 


Lower labour costs helped 
KME. the world's biggest 
copper processor, overcome 
difficult market conditions 
to record a 30 per cent 
increase in first-half pre-tax 
profits to DM70.1m ($39.6m). 

The company said yester- 
day that sales rose 5 per 
cent to DM2.1bn, on the 
same period last year. It 
forecast a group ■ pre-tax 
profit for the whole of 1997 of 
at least DM130m, after 
DM11 9m last year. 

KME, which is controlled 
by the SMI group of Italy, 
was formed in 1995 following 

thp anwlgHmaHnn Of Eunjpa 

Metalli of Italy, Trfifimdtaux 
of France and KM-Kabehne- 
tal and its subsidiaries in 
Germany. It has headquar- 
ters in Osnabr&ck, Germany. 

The group has undergone 
a restructuring, including 
the introduction of more 


flexible working arrange- 
ments - principally in its 
German operations - which 
has cut overtime costs. It is 
now preparing for interna- 
tional expansion, fuelled by 
strong demand in developing 
markets. 

Norbert Brodersen, senior 
board member, said sales of 
industrial products would be 
supported by worldwide 
Industrial growth. However, 
the downturn in German 
construction continued to be 
a drag on business, he said. 

Payroll costs fell 1.7 per 
cent across the group and by 
4 per cent in the German 
operations. The workforce 
foil from A345 to 8,140. 

SMI, Sod eta Metallurgies 

Italians, which is controlled 
by Luigi Orlando, has sig- 
nalled It wants to cut its. 
stake in KME from about 70 
per cent to slightly above 50 
per cent. The shares are 
likely to he placed with a 
strategic partner. 


EUROPEAN 'NEWS DIGEST 


AGF advances 
43% at halfway 


AGF, (he French znrt? 

Income up 43 percra* j£L’ to France. These compen- 
coming mostly from bus mess, said Antoine 

sated for a net loss in loss at the UK 

Jeancourt-Gahgn^u, c^rma^A ^ ^ ^ ^ ixuxnm 
suteltoary - which - was blamed oi 


and FFtSOOm in to cover 

Other expenses metoded for profit- 

new corporate taxes ^ l capital gain 

Sharif Ttey .^Tl^^refosorance company sold in 

^S™Sfehisuraiice were FFr430m 
June. Operating proffte frtm 1 g 9S . tw- 

sasSS- 

tesorance group, when it is Benoit. Paris 


_ TELEVISION 

Start-up costs hit Canal Plus 


r<mni Pins, the French television networ k. 

unveiled a steep drop in first-half profits. ‘VJJHL 

fcrated to start-up costs in digital services and the mtegra- 

months 

fixe topend of expectations - compared with FFl386m last 
time. Sales rose freon FFrS.33bn toFFr6^bn- It 
year net profits would be close to FFiZOmasa. result of 
the g»»n expected on the disposal of its stake in Premiere, 
the Carman pay-TV operation. A decline m operating 
profit, from FFISSSm to FFr477m, reflected the impact of 
digital broadcasting costs, as well as costs associated with 
sports programmes in France and the integration of NetH- 

olT the loss-making South African based media group. 

Agencies, Pans 


FRANCE 


Saint-Gobain jumps 64% 


Saint-Gobain, yesterday joined the growing list of large 
French industrial companies unveiling sharply improved 
first-half profits, with a 64 per cent advance In net income 
from FFr2.05bn to FFi&36bn ($565m). The result came on 
turnover up 32 per cent from FFr40bn to FFr52.85bn, 
partly as a result of the Integration of Polieti the building 
matpHniq g ro u p acquired last year. On a like-for-like 
the Increase in the glass, ceramics and insulation 


group’s turnover 'was 7.6 per cent. 

Operating profit rose from FFfr4J58bn to FFr5. 06bn. with 
the iwirpany attributing a lower operating margin to the 
inclusion of Poliet’s distribution activities in the latest 
period. The company said the margin of these was “struc- 
turally lower” than that of its industrial activities. Earn- 
ings from the realisation of assets soared from FFr24m to 
FFrL56bn. The tax charge nearly douhled. from FFrLOTbn 
to FFrL97bn. David Owen, Paris 


INSURANCE 


Zurich Group cautious 


Zurich Group, the Swiss-based insurance giant, yesterday 
warned that growth in the second half of this year would 
probably not matrfi the first half, because of diminishing 
returns on its investments in finanHai markets. However, 
Rolf Huppi, chairman and chief executive, reiterated an 
earlier forecast that the result would nevertheless be 
“very good”. 

Zurich lifted interim net profits 40 per cent to 
SFr809.3m, helped by a big jump in investment income 
and recent strength in the Swiss franc. But the group’s 
underwriting result deteriorated further as it transferred 
more to reserves to guard against future losses and with- 
drew slightly from fiercely competitive insurance and 
reinsurance markets. 

Christopher Adams, Insurance Correspondent 


ALUANZ 


Premium income climbs in half 


Allianz of Germany, Europe’s second-biggest insurer, said 
yesterday premium income in the first half rose more 
than 12 per cent to DM4A5bn ($25m). Adjusted for changes 
in e x change rates, the advance was 9.1 per cent 
The group confirmed that group net profits for the 
whole of 1997 would see double-digit growth on the 
DM2^hn reported last year. It expects to post a profit in 
its underwriting business for the first time since 1990, bar- 
ling any large c laims by the year-end. The company also 
said it would go ahead with plans to issue new preferred 
shares to employees this year, using DM2.3m of its 
DMlOm of authorised capital. AP-DJ. Frankfurt 


VESA 


October debut for NYSE trading 


Veba, the large Dfisseldnrf-based industrial conglomerate, 
yesterday confirmed plans for a New York Stock 
Exch ange listing, saying its shares would be traded there 
from October & Hans Michael Gaul, financial officer, said 
Veba hoped in the next few years to raise the proportion 
of its capital held by US Investors from 12 per cent to 20 
per cent- Mr GanI sought to counter any US fears about 
German accounting, saying there was only a slight differ- 
ence in results produced raider the two country's stan- 
dards. Last year the difference in earnings was DM9m 
(S5m), or 0.4 per cent of consolidated net income. 

Ralph Atkins, Bam 


BELGIUM 


Bekaert beats expectations 


Bekaert, the Belgian wire and steel cord maker, yesterday 

announced a per cerrt increase in first-half consoli- 
dated profite from BFrl^Um to BFrijnbii ©37.5m) - well 

above expectations. Bekaert said a 5.7 per cent increase in 
sales volumes and the strength of -the dollar and sterling 
against the Belgian ftanc boosted results, with operating 
profits up 27 per cent from BFrl.65bn to BFr2.Uhn. 
Afefl Buckley, Brussels 


Mediobanca urged to appoint moderniser to its board 


By Paul Betts 


Leading Italian financial and 
Industrial groups with close links 
to Mediobanca are pressing the 
influential Milan merchant b a nk 
to appoint to its board Gerardo 
Braggiotti, one of its most 
respected younger executives, to 
end a damaging power straggle. 

The issue is expected to come to 
a head at a Mediobanca board 
meeting at the end Of this month. 
It follows an uneasy summer 
truce to try to resolve the conflict 
between Vincenzo Maranghi, the 
merchant bank’s chief executive, 
and Mr Braggiotti 


Mr Braggiotti, aged 45 and long 
tipped as a future Mediobanca 
chief executive, has led Medio- 
banca’s younger bankers in call- 
ing for modernisation. 

In June, he was on the verge of 
resigning after clashing with Mr 
Maranghi over strategy. However, 
after the intervention of board 
members such as Count Pietro 
Marzotto and Enrico Cuccia, the 
89-year-old honorary chairman. 
Mr Braggiotti was persuaded to 
reconsider the idea of resignation. 

However, tensions continued to 
run high wi thin the bank and 
among its main partners and 
shareholders. Even the Italian 


Treasury is understood to be 
watching developments at Medio- 
banca. which is involved in the 
forthcoming privatisations of 
Telecom Italia and Banca di 
Roma. 

After a series of recent, highly 
publicised setbacks - such as the 
failed merger of the Marzotto tex- 
tiles and clothing group and the 
HPI holding company - a growing 
number of industrial and financial 
institutions with close ties to 
Mediobanca are anxious to see the 
bank adapt its strategy to rapidly- 
changing Italian and international 
market conditions. 

Mr Cucria himself is understood 


to have continued to seek an 
acceptable compromise between 
the bank's old guard and its new 
generation of young managers. 
Although Mr Cuccia has long 
backed Mr Maranghi, he is also 
believed to be worried about the 
risk of losing younger managers 
of the calibre of Mr Braggiotti, 
who have been groomed to ensure 
the future of the bank. 

One proposal has been to ele- 
vate Mr Braggiotti, who holds the 
title of central director, to general 
secretary. 

However, Mr Braggiotti and his 
supporters feel it is essential for 
the young executive to sit on the 


bank’s board in order to give the 
new Mediobanca generation a 
direct say In future strategy. 

Mediobanca's fundamental 
problem is that the fatties web 
of cross-shareholdings it hag hrrnt 
over the years In Italy’s big pri- 
vate siterprises Is grad ually col- 
lapsing, as both Italian private 
industrial and haniriTig - groups are 
restructuring and forging inde- 
pendent alliances and strategies. 

However, the Mediobanca old 
guard also suspects that the new 
generation of entrepreneurs and 
bankers taking charge of the com- 
panies and banks traditionally 
linked with, the Milan, merchant 


bank may be tempted to use 
Change in order to create their 
own industrial and financial 
power structure. 

The future of Mediobanca is 
also intricately tied to the succes- 
sion at Fiat, Italy’s largest private 
enterprise. Cesare Romiti, Fiat 
chairman and a Mediobanca board 
member, has long been thought to 
harbour ambitions of taking 
charge of the bank when he 
retires from the ca rmaker 

Mr Romiti will be 75 next year 
and is due to step down from Fiat, 
although there have been sugges- 
tions that he may stay on far an 
extra year. 
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COMPANIES AND FINANCE: UK 


Lord Stirling voices possibility of floating Nedlloyd business 

look for P&O reaffirmed 



By Ross Tieman 

The chairman of the’ 
Peninsular and Oriental 
Steam Navigation Company, 
Lord Sterling, yesterday 
reaffirmed his commitment 
to reshaping the transport 
and properly conglomerate. 

He said P&O would exam- 
ine the possibility of floating 
its P&O Nedlloyd container 
Joint venture in New York in 
two years’ time, make far- 
ther property disposals, and. 
seek to reduce its involve- 
ment in. the bulk shipping, 
business. 

Questioned about the 
future of p&o Nedlloyd, 
formed jointly with Nedlloyd 
of the Netherlands at the 
end of last year, he said that 
“hi two years’ time, if the 


results came through, what 
we expect is that it might be 
appropriate to consider an 
IPO [initial public offering], 
probably in New York.” 

In the meantime, an 
upturn in property markets 
and some improvement in 
shipping rates should make 
It easier for P&O to concen- 
trate on developing interna- 
tional businesses 'such as 
cruise liners and ports that 
would produce & return on 
capital in excess of the 
group's target of is pm- cent 
a year. 

Lord Sterling spake after 
P&O unveiled pre-tax profits 
far the six months to June 30 
of £123m. Although down on 
the £l30m achieved in the 
same period of last year, the 
figure was £4m above the 


average market forecast. 

Shares in P&O, which 
have underperformed the 
FTSE 100 index since 1990, 
added I0%p to 678’^. 

Lord Sterling has been 
criticised for failing to follow 
a more focused strategy. 
Yesterday, he said P&O 
would retain its property 
and co nt r a c ting businesses, 
but the proportion of group 
assets devoted to property 
may fall. “If the market goes 
on being buoyant and a 
property has reached matu- 
rity, it will be sold,” he said. 

P&O expects to unveil 
details of the planned flota- 
tion of its housebuilding sub- 
sidiary, Bovis Homes, in 
October. 

Lord Sterling said since 
bulk shipping did not fit the 


group's longer-term strategy, 
“I would not be surprised if 
in the next year or two we 
devise a way to start moving 
bulk away from P&O". 

The merger of P&O’s ser- 
vices on the eastern Channel 
between Britain and France 
with those of Stena Line is 
still awaiting regulatory 
approval. 

Lord Stirling said the regu- 
lators might seek to cap 
fares, but added: “We are 
totally confident that to any 
of the conditions they might 
put we have extremely 
strong acceptable answers.” 

If the deal were blocked, 
P&O would make farther 
cost reductions, but remain 
on the routes. “Of all the 
companies, we are in the 
strongest position,” he said. 
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RMC shares 
slide over 
German worries 


By Andrew Taylor, 
Construction Correspondent 

Concern over a strong 
pound and weak German 
construction markets sent 
the shares of RMC, the 
world's largest concrete 
company, falling 55p to 999p 
yesterday. 

The decline came in spite 
of a 19 per cent rise in pre- 
tax profits to £115. 9m 
(9184.3m) in the first six 
months of this year 

Profits would have been 
£ 10.4m higher but for the 
strength of sterling which is 
expected to reduce full-year 
profits by £30m. 

Currency translation also 
knocked £254.7 off group 
sales, which dipped 3.6 per 
cent to £2.08bn (£2.16bn). 

However, Peter Young, 
chief executive, said recent 
declines in Asian currency 
values and stock markets 
would create investment 
opportunities for overseas 
industrial companies. 

“We have been looking 
hard for at least two years, 
but previously have been 


deterred by high prices," 
said Mr Young. RMC has 
two concrete plants in Bom- 
bay, where it is building a 
third, and recently bought a 
small business in Jakarta. 

“We expect economic 
growth in the region to 
remain above average for 
industrial countries. We def- 
initely want to be there, bat 
will remain cautious about 
what we buy." he said. 

The balance sheet was 
strong enough to support 
farther acquisitions with 
gearing at 36.3 per cent at 
the end the June. 

Concerns centre on tbe 
German operations, where 
profits for the full year are 
expected to fall below tbe 
1996 figure of £139. Bm - in 
spite of first-half profits ris- 
ing 23 per cent to £35.5m, 
helped by better weather 
than a year previously. 

UK profits increased to 
£40.lm (£33. lm) on sales up 
to £606.2m (£554.5m). Mr 
Young cautioned, however, 
that growth in UK volumes 
would slow in the second 
half. 


LEX COMMENT 

RMC 


RMC 

Share prfceretatto to the FTSE 
BuOdhQ Matertab a MarcftantB index. 

110 X-—7-. 


IQS 


TOO 



. SapfiS 1990 
Bourne: pntawaam/jcv 


When the D-Mark soared 
and the construction 
industry boomed, nobody 
questioned RMC’s expo- 
sure to Germany. But with 
both these markets in East 
reverse for the past two 
years, it looks rather less 
clever. Indeed, the share is 
now seen as little more 
than a call on the German 
construction cycle. So 
gloomier than expected 
news about the outlook 
was taken as an excuse to 
dump the shares. 

This is a tad simplistic: 

Germany accounts for 35 
per cent of profits, but 
RMC has strong businesses elsewhere. More pertinently, a 
distinction must be drawn between the German market 
and RMC’s profits. The combination of cost-cutting and 
better cement prices in Berlin should support profits, 
even if the market is weak. Nonetheless, Germany still 
poses awkward strategic questions for the company. 

No-one doubts the wisdom of a strong presence in 
Europe's largest market. And the company has made 
strenuous operational efforts to make a decent fist of 
diffi cult trading conditions. But the inability to rise above 
the constraints of Germany has left it looking strategi- 
cally fiat-footed. With hindsight, it was too slow diversify- 
ing away from mature European markets. CRH, for exam- 
ple, has made much quicker progress in the US. and 
RMC's foray into Asia looks measly for a company of its 
size. Fall-out from the Asian currency crisis may offer a 
good chance to pick up cheap assets. Certainly, more of 
the amp will not galavanise a share price that has been 
in the doldrums for four years. 


British-Bomeo looks for ‘swaps’ 


By Virginia Marsh 

British -Borneo Petroleum 
Syndicate, tbe oil indepen- 
dent that has carved out an 
important niche in the Gulf 
of Mexico, said yesterday it 
was stepping up its efforts to 
diversify into other parts of 
the world. 

In the past two years, the 


Gulf of Mexico has become 
tbe explorer's largest busi- 
ness area. 

However, Bill Colvin, 
finance director, said Borneo 
might consider a “strategic 
swap” with another oil com- 
pany. trading some of its 
assets there for interests In 
other deep water regions. 

Some £20m-£30m in seed 


money had also been set 
aside from a recent £166m 
rights issue for such expan- 
sion, which might include 
West Africa and Brazil. 

He added, however, that 
the company, which has 
interests in more than 90 
leases in the Gulf, still saw 
considerable growth poten- 
tial in its businesses there 


and in the UK. 

The comments came as tbe 
company announced a slight 
rise in interim profits after 
tax to £8.9m (£8.1zn). follow- 
ing a lower tax charge of 
£1.9m (£2.8m). 

It said the results reflected 
lower than expected oil and 
gas production caused by 
North Sea start-up delays. 


Sun Life to consider Irish sale 


By Christopher Adams, 
Insurance Correspondent 

Sun Life & Provincial, the 
UK-based life assurance and 
pensions arm of French 
insurer Axa, may sell part of 
its majority stake in New 
Ireland Holdings. 

The group said yesterday 


it had received approaches 
from several potential buy- 
ers. Sun Life, which 
acquired Axa Equity & Law 
earlier this month, reported 
stronger than expected 
interim profits growth. The 
pre-tax figure rose to 
£ 102.4m ($162- 8m) (£92. 5rn 

pro forma) for the six 


months to June 30. Sun 
Life’s shares gained 8Vip to 
420p in response to a sur- 
prise 14 per cent interim div- 
idend increase to 3.8p. 

The company said it plans 
to take a single exceptional 
charge of about £48m at the 
end of this year. 

At New Ireland Holdings, 


profits nearly doubled to 
£B.2m on premiums of 
£96.8m. At present. Sun Life 
owns 83 per cent of the com- 
pany. which is quoted on tbe 
Dublin Stock Exchange. 
Trading in the shares is illiq- 
uid and listed companies are 
usually required to have a 
free float of 25 per cent 
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LONRHO-JCI 

Lonrho’s market capitalisation down from £1.68 billion to £828 million 

in just eighteen months. 

No cash? No answers? No accountability? 


Can you believe it! Lonrho's board, advised by Deutsche Morgan Grenfell under their 
chairman John Craven, has managed to halve Lonrho's market capitalisation in an 
extraordinary bull market. In March '96 Lonrho shares were standing at 217 pence per 
share. This week Lonrho's share price is down to 105 pence a share, a loss of -51.6%. It was 
thought that with the arrival of.Sir John Craven as Lonrho's new chairman in March '97 the 
situation would change fundamentally at Lonrho. The public record speaks for itself. 


Since the cosy Tavistock deal between JCI and 
Lonrho was announced by Lonrho's board ten days 
ago, Lonrho's share price has gone down 18 pence 
or 15%. Lonrho shareholders have watched 
their board under the leadership of Morgan 
Grenfell's ex-chairman Sir John Craven wipe out 
£140 million of Lonrho's market capitalisation with 
one deal 

The Tavistock acquisition, in which Lonrho 
according to analysts is paying around £100 million 
over the top to JCI, has shattered market 
confidence. 


LONRHO Pie SHARP PRICE 199, 



It (Lonrho) is being bled in brood daylight ' 
(REUTERS: 1J SEPTEMBER 1997) 

. It is a very convenient way of moving cash from 
Lonrho to JCI/ 

(REUTERS: 11 SEPTEMBER 1997) , 

There is a big shift in emphasis. They (JCI) will 
use Lonrho as the vehicle for gold and precious 
metals.- They'll try to use Lonrho the way 
Gencor is using Billiton/ 

(SA BUSINESS DAY: 11 SEPTEMBER 19 97) 

'Rather than allow JCI to swallow Lonrho by 
stealth, the board would serve shareholders better by 
persuading JCI to table a real offer and put them out 
of their misery/ 

( THE TIMES: 10 SEPTEMBER 1997) 

Tt (Lonrho) is being asset-stripped by an outside 
party which is unbelievable / 

( REUTERS : 11 SEPTEMBER 1997 1 

‘—the price tag might prove difficult 
to Justify/ 

(SA BUSINESS DAY: 20 SEPTEMBER 1997) 

'Effectively Lonrho is aSked to pay cash to JCI for JCI 
to take over control at Lonrho/ 

(R W ROWLAND: 4 SEPTEMBER 1997) 

Sir John Craven was the man who advised 
Minorco at the time of the infamous attempt by 
Minorco/Anglo to take over Consolidated Gold 
Helds: '....that Minoico should be presented as a 
company separate from its controlling parents 
Anglo American and De Beers.' 1 The man at 
Minorco taking his advice was Roger Phillimore, 
Harry Oppenheiiner's godson and Lonrho's newly 
appointed' 'independent' non-executive director. 


The Tavistock deal will only benefit JCI and 
Anglo American. Ail the other shareholders of 
Lonrho and Duiker wiD lose out, or have already 
lost out. Is there a hidden agenda between Lonrho, 
Anglo and JCI which dictates these decisions, so 
unfavourable to Lonrho shareholders? 

What do the London Stock Exchange rules have 
to say about fiduciary duties and accountability 
of directors of a public traded company like 
Lonrho? 

OUTLOOK 

If the JQ/Tkvistock deal goes ahead, then Lonrho's 
board will come under disturbing new pressures. 
The influence on JCI both of Anglo and of the 
people behind Consolidated African Mining 
(CAM), Saflife and Randgold, has raised questions 
that are not adequately answered by the public 
companies involved. Despite the assertions that JO 
is South Africa's first 'blade empowerment' mining 
group, new chairman Mzi Khumalo is not in 
control of JCI. He has various complex share 
partnerships and enabling arrangements with the 
speedy financiers of CAM, Randgold and Randgold 
Resources. And Anglo American still has the 
majority of board members on JCI's board! Even 
the 'new' controlling shareholder CAM, which is 
said to control Saflife, the controlling shareholder of 
JCI, doesn't seem to be in Khumalo's hands. 

Young Mr Kebble (formerly CMC, NKP and still 
Randgold) has joined JCI as an executive director 
and is to become very active in helping Mr 
Khumalo to 'take advantage of the many 
opportunities that they see arising in the mining 
industry.' Given the brief and disappointing 
financial record of CMC, NKP, Randgold and 
subsequently Saflife, which have produced a lot of 
paper swaps but little real performance with losses 
for shareholders of between 50% to -60% during 
the last 12 months, Lonrho shareholders should 
hold tight to their assets rather than accept JCTs 
public praise of Mr Kebble as a man 'with a great 
deal of experience in the mining industry.' TWo and 
a half years as commercial director of Randgold is 
not sufficient justification to introduce the 
'Randgold Style' to Lonrho. 


The 'Randgold style' of public relations has 
already been introduced to JCI. It may remind 
Lonrho shareholders of Lonrho's line during the 
last 2'/: years, which can be summarised as: "Don't 
look at the fundamentals, just listen to what we 
have to tell you. In' the future we will create 
shareholder value for you. Don't ask how or 
when.” These policies have lost my fellow 
shareholders and me a very great deal of money. 

Once again, the disastrous performance we 
suffer from today is undoubtedly caused by the 
board - we need a new money maker to seize 
Lonrho's opportunities and a new independent 
board to protect the company's money from 
schemes which benefit JCI and Anglo. JO, Anglo 
and their nominees will definitely not assist Lonrho 
shareholders in this task. The links between 
JCI/ Anglo and Lonrho are even stronger after the 
appointment of Anglo's ex-director Roger Phillimore 
to Lonrho's board. 

Yours sincerely 



R. W Rowland 
19 September 1997 


' if he cannot negotiate a merger agreement with the 

Lonrho board, he is prepared to do it the hard way/’ 



Mzi Khumalo (left) and Brett Kebble (right) at last week's JCI 
press conference. 




* KD Jamieson: Gddsbike, The Oppenhdmer Empire in Crias, 1990 8 II September 1997, 2 days after the Tavistock deal announcement J SA Financial Mail, 18 July 1997 
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INTERNATIONAL CAPITAL MARKETS 


Europe buoyed by Bundesbank 



GOVERNMENT BONDS 


By Vincent Boiand 
in London and John Labate 
in New York 

European bond markets 
closed in buoyant mood yes- 
terday after Germany's 
Bundesbank left interest 
rates unchanged and inves- 
tors returned to the theme of 
convergence ahead of mone- 
tary union. A strong opening 
in the US underpinned ear- 
lier gains in Europe. 

GERMAN BUNDS pushed 
sharply ahead on relief that 
the Bundesbank made no 
changes across the Interest 
rate spectrum after its regu- 
lar council meeting. The 
December futures contract 
settled in London trading at 
102.74, up 027, after hitting a 
high of 1Q2JJ5 earlier. Trad- 
ing in the new Bob! contract 
on Liffe was also buoyant on 


its debut, with more than 
28,500 futures contracts and 
over 6,000 options traded. 

The Bundesbank's deci- 
sion to leave rates as they 
were followed further evi- 
dence that Germany's eco- 
nomic recovery Is well under 
way. The latest survey of 
business sentiment by the 
Ifo research institute was 
surprisingly strong. Analysts 
said the recent D-Mark 
weakness would have had a 
positive effect on sentiment 
because it made German 
exports cheaper. 

Money supply figures for 
August, meanwhile, were 
broadly in line with fore- 
casts. UBS Ln Frankfurt 
said in a commentary that 
the Bundesbank would “take 
the renewed improvement in 
business confidence as a 
positive sign, but will 
be kept from hiking 
rates early as long as the 


investment recovery 
remains fragile.'’ 

UK GILTS again outper- 
formed. especially at the 
long end of the yield curve, 
on the back of continued 
positive reactions to the 
funding position following 
PSBR figures earlier this 
week. The spread over bunds 
narrowed to 123 basis points, 
after touching 121 points at 
one stage in a busy day’s 
trading, from 126 points on 
Wednesday. 

The December gilt future 
settled at 117§§, for a gain of 
H on the day. Earlier it bad 
broken through the key 118 
resistance level to hit a new 
contract high of of 118&. All 
of this came in spite of 
renewed concerns about a 
fresh rise in UK interest 
rates following labour mar- 
ket and earning s figures ear- 
lier this week. 

Analysts said some of the 


strength of gilts was driven 
by traders switching out of 
short sterling in anticipation 
of the possibility of higher 
rates. 

ITALIAN BTPs also had 
another strong day, with the 
spread over bunds narrow- 
ing a g ain to 72 basis points. 
The December futures con- 
tract settled at 111.39, up 
0.69, as investors focused on 
this week's theme in the Ital- 
ian debt markets - Emu and 
convergence. 

US TREASURIES contin- 
ued moving highs' on the 
release of market-friendly 
trade data. By midday the 
30-year Treasury bond rose 
£ to ioo&. sending die yield 
down further to 6.363 per 
cent The two-year note was 
unchanged at 100&, yielding 
5.770 per cent and the 
10-year note increased £ to 
100%. to yield 6.065 per cent. 

In a busy news mo rning 


the US trade deficit far July 
was reported at 10.34, a 
wider gap than many had 
expected. The trade deficit 
was very bond friendly," 
said Ken Fan, US govern- 
ment bond strategist at Pari- 
bas Capital Markets in New 
York. As exports fell and 
imports rose, expectations 
that economic growth was 
slowing for the period gave a 
boost to the market further 
easing fears of a rise In 
interest rates this year. 

A separate release on 
weekly jobless oiaimn how- 
ever, suggested the economy 
stm had some spark left, as 
the number of claims feu by 
5,000 to 306,000. 

The. report, which contin- 
ues to show tightness in 
labour markets, caused some 
to sell, but tech nical factors 
in the market were said to 
be strong, keeping prices 
hi g h er in general. 


BNDES launches 10-year dollar issue 


INTERNATIONAL BONDS 


By Vincent Boiand and 
Arkady Ostrovsky 

There was a burst of activity 
on the international bond 
market yesterday. Specialty 
finan ce vehicle JLS domi- 
nated with a jumbo note 
issue in two parts and four 
currencies through Bank of 
Tokyo- Mitsubishi, while the 
European Investment Bank 
also returned with a L500bn 
floater. 

BNDES, the state-owned 
Brazilian privatisation 
agency and development 
bank, grabbed the spot- 
light with its first dollar 
issue since 1993. The $250m, 
10-year issue was bought by 
some 50 investors, with 
two- thirds coming from the 
US and Europe, according to 
an official at bookrunner 
and joint lead manager 
BankBoston. 


There are no Brazilian 
10-year international bond 
issues,, the official said, and 
tbe BNDES issue was “a way 
for Brazil to get a point on 
the curve". The issue is 
rated B1/BB-, the sovereign 
ceiling for Brazil. 

Today, much interest will 
focus on the debut issue of 
Nizhny Novgorod, one of 
Russia’s richest regions. 

The ¥l00m bond, for which 
ING Baring is the lead 
manager, will have a 
five-year maturity and be 
priced at between 270 and 
290 basis points over US 
Treasuries. 

The issue puts Nizhny 
Novgorod on a par 
with Moscow and St 
Petersburg, two of Russia’s 
most prosperous cities, 
which successfully launched 
bond issues earlier this 
year. 

Situated 400 mites east of 
Moscow, Nizhny Novgorod is 


one of the main contributors 
to the Russian federal 
budget and generates 3 per 
cent of the country’s gross 
domestic product 
Earlier this year Nizhny 
Novgorod received long-term 


credit ratings of Ba2,from 
Moody's and the equivalent 
BB- from Standards & 
Poor's, the US credit rating 
agencies, the fiflmp aS thryo 
previously given to Moscow 
and St Petersburg. 


Proceeds from the bond 
issue will be used to 
improve the transport and 
energy infrastructure and 
to support local 
manufacturers of automotive 
products. 


New international bond issues 
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Kazakhstan 
in $350m 
eurobond 
offering 

By Kevin Done, 

East Etvope Correspondent 

Kazakhstan, the central 
Asian republic rich in oil 
and gas, is to return to the 
international capital market 
next week with its second 
eurobond Issue in less than 

12 ir^nnflwL 

Oraz Jandosov, governor 
of the National Bank of Kaz- 
akhstan, said the country 
was launching a five-year 
bond to raise $250m-8350m. 
J.P. Morgan of the US, the 
international investment 
iMTifc, is the sole lead man- 
ager. 

According to market ana- 
lysts the bond, which can be 
sold to qualified institu- 
tional buyers in the US, wfll 
he issued at a spread of 
about 250 basis points ova 1 
US Treasuries. 

The borrowing terms for 
Ka^hufam have tightened 
significantly since it 
launched its first $2 00m 
eurobond last December 
with a maturity of three 
years and a spread of 350 
basis points over US Trea- 
suries. The bond is now 
trading at about 180 basis 
points over Treasuries. 

KyyaMistem, which has a 
speculative grade credit rat- 
ing of BE- from SAP and 
EBCA, the US and European 
credit rating agencies, and 
the equivalent Ba8 from 
Moody's, is keen to establish 
a benchmark for five-year 
debt in the international 
c a pit a l market It wants to 
open the way for other 
te nges by RawMi banks and 
corporate b orro wer s . 

Mr Jandosov said that 
both Halyk Savings Bank, 
the largest state-owned 
tumir, and Kazkommerts- 
bank, the largest private 
tumir in Ka«afchd«n, were 
planning capital market 
issues later year. 


DAPITAL MARKF TS NEWS DIGEST 

$100m placing for 

sewerage plant 

The first uSST be 

water treatamti^mitta^ Suntbe Colombian capi- 
capital markets. Tbe^litreP^, of j nvestmen t grade 
tal BogotA was financed by $ mainly wifli insurance 

subsidiary, which will own and operate p 

^ partial 

has no sewerage treatmhht plan^ 
SaHtre, at which this transaction the first phase. 

ica. There have been a lot of power projects, now well see 

a lot more water projects.” .... 

The payments will be made by the capital distactof 

BcgotTwhich is expected to phase m char^forwate 
services. Chase said the guarantee was tbe 
multilateral bank not to carry any 

from the state. Stephen Fidler. Umn Ammca Editor 

■ TUNISIA 

Mixed reaction to Yankee deal 

Tunisia's first foray into the US domestic bond market, 
with a S40Qm Issue, received mixed reactions this week 
from investors. Because of turmoil in the Aslan markets, 
the original spreads agreed with the Tunisian government 
about two ranriths ago had to be widened, according to 
New York bankers. 

The first tranche ctf the Yankee issue - S250m 
bonds - was priced to yield 140 basis points over US Trea- 
suries and was well received by investors. But the remain- 
ing $150m of 30-year paper was a tough sell at a spread of 
180 bftpte points, bankers said. 

Tunisia could have waited for better market conditions, 
but the government appears to have been eager to diver- 
sify its sources of financing and, more important, 
lengthen t>«* maturities of its debt. 

Although it has been a regular issuer of Japanese bonds 
since 1994, this week's issue was Tunisia's first outside 
Japan. The deal was arranged by Merrill Lynch as lead 
manager, with Goldman Sadis and Morgan Stanley as 
co-managers. 

Tunisia bus i***" assigned a low investment grade rat- 
ing by international rating agencies - Baa3 on Moody’s 
scai ft The country's total external debt stands at $ll-3bn, 
equivalent to 57 per cent of GDP. Roula Khalaf 


WORLD BOND PRICES 


BENCHMARK GOVERNMENT BONDS 


Sap 18 


Rad 


Bd Bid Day crigWh chg Montn Year 


Auatmfe 

03799 

6250 102-2011 

429 

*023 

-026 

-02* 

-225 


10/07 

10.000 128.1214 

6-16 

+025 

-025 

-051 

-1.70 

Austria 

09/99 

7.000 105.1900 

423 

_ 

+024 

*0.15 

+0.42 


07/07 

5.625 100-4100 

527 

-024 

-0.13 

-006 

-0.64 

Walgtim 

04/99 

7500 1045100 

4.01 

-0.01 

_ 

♦0.11 

+027 


03/07 

6250 1045500 

521 

•025 

-013 

-028 

-0.75 

Canada 

03/90 

4500 995200 

426 

+029 

-028 

-027 

-1.16 


06/07 

7250 1105000 

5.79 

+022 

-028 

-0.14 

-129 

Penmait 

12/99 

65001025700 

420 

-023 

+005 

*0.12 

-021 


11/07 

7500 106.7600 

628 

-027 

-0.18 

-0.13 

-123 

FMand 

01/99 

11500 106.5890 

4.10 

+024 

+022 

+0.16 

-0.11 


(M/06 

7250 1095100 

5.76 

-024 

-0.13 

-028 

-1.03 

Franca 

11/99 

7500 1055700 

427 

-021 

+027 

+0.10 

-020 


law 

8.780 109-6800 

526 

-023 

-007 

-023 

-0.70 


10/07 

6500 1002100 

5A8 

-023 

-Oil 

-024 

-0.76 


10/25 

6500 962400 

6.12 

-023 

-014 

-012 

-020 

Germany 

06/99 

3500 992600 

323 


+026 

+0.12 

+028 


07/04 

8.750 1085600 

5.15 

-024 

-012 

-025 

-084 


07/07 

8500 103.4400 

523 

-024 

-014 

-025 

-021 


07/27 

65001042600 

6.17 

-024 

-0.16 

-013 

-0.77 

Mm 

04/99 

82S0 101.1100 

5^5 

+023 

-OZ7 

-041 

-124 


06AM 

65001129600 

627 

-024 

-02* 

-039 

-1.19 

twy 

05/00 

0500 101.4100 

5.42 

-027 

-0-34 

-OB* 

-2.04 


05/02 

8250 1024700 

524 

-026 

-028 

-022 

-227 


07/07 

6.750 1CM2000 

8.18 

-028 

-023 

-026 

-322 


01/26 

7250 106.1100 

6.76 

- 0.10 

-024 

-040 

-2.78 

Japwi 

06/99 

4500 107.4800 

0.48 

+021 

-024 

-an 

-022 


12/02 

4500 1165400 

1A8 

+021 

-028 

-0.12 

-075 


09/06 

3500 1072000 

221 

+021 

-020 

-0.11 

-082 


03/17 

3500 1095800 

224 

+021 

-026 

-027 

-025 


1 06/99 

7500 105.6400 

424 

-025 

- 

+025 

+047 


02/07 

5.730 1015600 

5A9 

-0.04 

-0.12 

-023 

-053 

Naw Zealand Q2AJ0 

6500 09.1211 

629 

-020 

-034 

-049 

-123 


11/06 

65001085417 

6.67 

-0.13 

-040 

-045 

-1.75 

Norway 

01/99 

9500 1055200 

427 

-024 

-008 

-029 

-123 


01 Aft 

6.^01065700 

5.77 

-026 

-015 

-029 

-12S 

Portugal 

03/90 

8500 1045142 

525 

-024 

-Oil 

-023 

-221 


02/07 

6525 103-9638 

625 

-024 

-020 

-026 

-2.17 

Bp* 

07,09 

7,400 104.4047 

424 

-025 

-0.15 

-022 

-222 


03/07 

72501095268 

526 

-025 

-023 

-029 

-224 

Swedan 

01/90 

11500 1075970 

423 

_ 

-OOT 

-021 

-126 


03437 

85001115850 

623 

-025 

-026 

-020 

-124 

Swttaartand 

03/99 

4.000 103-2500 

1.73 

_ 

+021 

+0.1* 

-029 


06/07 

4500 1062000 

329 

-028 

-027 

+021 

-025 

UK 

08/99 

6500 965094 

6.79 

+021 

-OIO 

- 0.18 

+056 


11/04 

8.750 1002516 

829 

-025 

-026 

-023 

-0.71 


12/07 

7250 1045313 

8.83 

-029 

-022 

-028 

-1.10 


06/21 

8500 1172100 

625 

-0.10 

-025 

-0.40 

-1-58 

US 

07/99 

5575 100.1312 

5.79 

-021 

-021 

-021 

-044 


oaw 

7250 1054850 

625 

-021 

-029 

-0.13 

-056 


08/07 

6.12S 1002567 

628 

-0.01 

-021 

-0.17 

-0.74 


08/27 

8275 1005578 

627 

-023 

-021 

-0.19 

-064 

KJU 

03/99 

5500 100-7000 

4.48 

-0.01 

- 

+021 

+026 


04/07 

fi-GOO 962500 

5.72 

-025 

-019 

-0.14 

-089 

London dosing. New York ctesfag. 

Sourcsr XansctNa Data/FT Mvmaeon 

YMdE Local mw«al atantanVAfinuetoBd ytefel baste. 





SPREADS 








IO YEAR BENCHMARK SPREADS 






Spread Spread 




Spread 

Spaed 


BU 




au 

¥3 

vs 

Smpia 

Yield 

Bunds T -Bonds 



YMd 

Bonds T-Bonds 

AiemB, 

6.16 

♦053 -009 

New Zealand 

627 

♦1.14 

*060 

Austria 

5J7 

*004 -050 

Norwar 


5.77 

-024 

-030 

Bdeh«n 

5A1 

*006 -0*6 

Fcnuga 


a .05 

♦0.57 

-Ql02 

Canada 

fi-79 

*026 -028 

Spain 


526 

*043 

-Oil 

DonmetV 

6.08 

-055 +O01 

Swadon 


623 

*OBO 

*026 

Finland 

5.76 

*023 -031 

Satartad 

049 

-2.04 

-258 

France 

5u46 

-007 -061 

UK 



+1.10 

*056 

G+nrnny 

6-63 

- -054 

US 


6.07 

-054 

- 

Ireland 

607 

*054 

ECU 


5.73 

*0.13 

-025 

ran- 

6.18 

*063 *009 


Japan 

2-01 

-252 -4.09 

Umoon doting- * 

muyoAcWm. 


iWrimte 

5A8 

-054 -028 

/Yvwained brao. 



EMERGING MARKET BONDS 










Day's 

Mlh's 

Sprd 


Red 

S 4 P BW 

Bid 

Cftfte 

ch06 

V3 

Sop 18 

flffls Coupn Ratine price 

yiakS 

yW 

yld 

US 

■ EUROPE 







Croatia 

02/02 

7500 B8B- 98.1741 

7.49 

+0.02 

*022 

*122 

Poland 

07/00 

7.750 BOB- 103.1275 

6.48 

+0.04 

-0.07 

+0.62 

Russia 

11/01 

9250 BB- 103.6430 

8.17 

-021 

-023 

+226 

■ LATIN AMERICA / 





• .■ ' 


Argentina 

01/17 11.375 BB 11&2104 

9.50 

+021 

♦0.07 

+328 

Brazil 

11/01 

8575 BB- 1032818 

720 

+024 

+028 

+129 

Mexico 

01*37 

9575 BB 107.5017 

a 68 

-OJM 

-Q.T8 

+2.01 

■ ASIA 








Qima 

07/01 

7.750 BB&+ 104.4058 

6J9 

-0/42 

-023 

+048 

fWpptws 

10/16 

8.750 B8+ 101.1055 

8.63 

+ai3 


+242 

Thailand 

04/07 

7.750 n/a SS. 1420 

7.87 

+051 

+0.97 

+120 

■ ARMCA/IOObtkEABr 





. ■ 

Lebanon 

07/00 

9.125 BB- 103^365 

7.56 

_ 

-027 

+1.70 

South Allies 12/99 

9.625 BB* 1055666 

6.83 

_ 

+028 

+1.06 

Turkey 

05/02 10.000 B 105.1491 

8.83 

-0.02 

-0.07 

+226 

■ BRADY BOWS 







Argentina 

03/23 

5.500 BB 75.4600 

B28 

-004 

+1.99 

+1.97 

Brazil 

04/24 

4550 BB- 725065 

630 

+0.02 

-020 

+0.07 

Mecrioo 

12/19 

6250 BB 82.0995 

7.88 

-0.02 

-021 

+123 

Venezuela 

03/20 

$.750 B+ 58.0782 

7.89 

-0.14 

-0.75 

+1.62 


London cfcoinp. 
Stented & Poor's 


Souce htnracBwo DotelFT ti tu mteon. 


BOND FUTURES AND OPTIONS 
France 

■ NOTIONAL RtEMCM BOND FUTURES (MATIR FFrSOOJXX) 



Open 

Settprice Change 

Htfi 

LOW 

Eat vaL Open rt. 

Dec 

99.54 

96.82 

+026 

9920 

9922 

117209 

128/411 

Mar 

9822 

69.14 

+028 

9924 

9822 

154 

ms 

Jwi 

•• na»e> 

98.84 

+028 

98.52 

9822 

2 

- 


■ LONQ TBOM FRENCH BOND OPTIONS (MATT) 


Strike 

Price 

Oct 

- CALLS - 
Nov 

Dec 

Oct 

- PUTS - 
Nov 

Dec 

98 

. 

. 

328 

- 

021 

028 

97 

2.82 

• 

228 

- 

nns 

0.15 

98 

123 

124 

2.11 

021 

012 

020 

99 

027 

1.13 

125 

025 

021 

054 

100 

0.17 

053 

078 


0.71 

024 


Eat «ol hu, Cak IflJBB Pub iBAC. Prntaa a*f» open ta. CMs 63JS0 tea KL830 . 

Germany 

■ NOTIONAL GBTMAN BUND FUTURES {UFF9* DM25C.OOO IKWb of 10096 



Open 

Settprice Change 

High 

Low 

EbL vol Open H. 

Dec 

102.41 

102.74 +027 

10225 

10228 

20481 2 270927 

Mar 

“ 

10128 +027 

* 

“ 

0 1336 

■ BUND FUTURES OPTIONS (UFFE) DM250200 points at 100M 


Strike 

Price 

Oct 

Nov 

CALLS - 
Dec 

Mar 

Oct 

Nov 

PUTS — 
Dec 

Mra 

10250 

023 

0.89 

020 

1.05 

029 

045 

028 

127 

10900 

028 

042 

063 

084 

034 

0.68 

029 

126 

10850 

021 

024 

042 

088 

077 

1.00 

1.18 

2.18 

EaL VOL total. CKs 27638 Puts 20664. rventeui day's open tec Crib 160583 Pm 10009* 


■ NOTIONAL GERMAN BUM) (BO 8L) FUTURES 
(DTB) DM250,000 100tt»O*100% 


Dee 

Mar 


Open 

104.15 


Settprice Change 
10420 *0.15 

10158 +0.15 


Hp> 

104.32 


Low 

10427 


Eat vd Open m. 
135207 210229 
200 12® 


Italy 

■ NOTIONAL ITALIAN GOVT. BONO (HTPJ FUTURES 

(LffTET L>a 200m IQOtha of 10096 

Open Settprice Change High Low EsL vol Open kn. 
Dec 11029 11129 +0.69 11120 11025 B4S11 114466 

11120 11129 +029 11121 111.00 249 673 

■ rTALIAN GOVT. BGM} &JP) RITURE5 OPTIONS (UFFQ Uv2IXkn lOOlhs of 100N 


Strike 

Price 

Dec 

• CALLS — - 

Mar 

Dec 

• PUTS 

Mar 

11100 

121 

129 

022 

120 

11150 

124 

1.83 

1.15 

124 

11200 

0.79 

129 

140 

2.10 


Est voL total, cm 9641 Pun nee. PnM«! Cay's opwi bl. Calls 64+as Puts 56983 

Spain 

■ NOTIONAL SPANISH BONP FUTURES (MEFF] 

Open Settprice Change High Low Eat vet Open it 
Dec 10321 103A1 +OA0 10322 10228 115241 80.459 


UK 

■ NOTIONAL UK QO.T FUTURES ftlFFgf 650200 32nds at 10096 

Open Settprice Change High Low EsL vol Open M. 
Sep 117-18 118-08 +0-21 118-15 117-18 1953 5619 

Dec 117-02 117-25 +0-22 118-02 117-01 127179 187745 

■ LONG GILT FUTURES OPTIONS (UFFE) C50.000 64ms of 10076 


Strew 

Pics 

Oct 

Nov 

CALLS - 
Dec 

Mar 

Oct 

Nov 

PUTS — 
Dec 

Mar 

117 

0-56 

1-19 

1-37 

2-10 

0-06 

0-33 

0-51 

1-38 

118 

0-14 

0-48 

142 

1+40 

0-28 

o-ez 

1-16 

2-04 

119 

0-02 

025 

0-40 

1-13 

T-IS 

1-39 

1-54 

2-*1 


E0L VOL totnt CUs 3339 PWS 2324. PrevkU daV8 Open fctt. ca 40390 Puts arm 

Ecu 

■ ECU BONP FUTURES (MAT1F) EOJ 100 .000 


Open Settprice Change 
97.8Q 98.16 *040 


High 

98.16 


Low 

9720 


Est. vat Open M. 
12T4 6246 


US 

■ US TREASURY BONP FUTURES (CBT) $100,000 32nd8 of lOOte 

Open Sett price Change High Low EsL ml. Open «L 
Sep 115-23 115-27 - 116-09 115-22 69249 45260 

Dee 115-16 115-17 +0-01 115-29 115-10 810*75 580*0 

Mar 116-01 115-07 - 115-19 115-01 3.706 36,400 


Japan 

■ NOTIONAL LONG TERM JAPANESE GOVT. BOND FUTURES 

(UFFE) YlOPm lOoms ol 100% 

Open Cfoee Change High Low EsL vd Open If*. 
Dec 12727 - - 127.70 12727 2056 nfa 

Mar 126.66 - - 126.75 136.66 S21 nfe 

■ UFFE Urns auo b«M on APT. M Open htereat figs, m far owl sue dey. 


US CORPORATE BONDS 


Sep 17 


Red S &P 
date Coupn Rattig 


Bid B U 
prfee yield 


Day’s Mth’s SpnS 
chga v 
yW Govts 




PacBeB 07/02 725 AA- 103.8030 625 -022 -0106 +4L37 

NY TN 08725 7.00 A+ 96.7468 727 -023 -a 15 +089 

cwe asm aoo ebb 1072371 827 -002 -aos +028 

GECC 05/07 8.75 AAA 1194195 626 -003 -a 14 +047 

Bene One 0BA32 725 A+ 1032516 643 -002 -007 +045 

US West 01/07 720 BBB+ 1030489 B.B4 -0.03 -0.14 +075 

WMXTech 04/99 626 A- 1001632 6.13 -002 +008 +025 

WN Mart 06AJS 5.75 AA 101.7757 620 -002 -007 +032 

Dayton Hud 06/21 9.70 B8S+ 1282801 721 -004 -0.18 +083 

;«-a 


FHLMC 

04/07 

7.14 

N/A 

105.4389 

628 

-023 

-0.11 

+027 

SLMA 

03/00 

7.50 

N/A 

1032435 

523 

-a 03 

-0.07 

+008 

FNMA 

02718 

325 

N/A 

1232888 

8.78 

-024 

-0.16 

+028 

FFCB 

o&oe 

825 

N/A 

1172014 

823 

-022 

-ai2 

+024 

■"(ijaair Vaaii. 



ssasss 

£££ 


Stone Cent 

02/01 

928 

B 

102.0000 

020 

— 

_ 

- 

AKSti 

12/01 

9.13 

BB- 

105.6260 

020 


— 

- 

Pacafta 

08AM 

ia75 

B- 

1042000 

020 

- 

- 

- 


New VakPoghg. 
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US INTEREST RATES 


Souck kimaivB Efe/FT Wbniwlan. 


Latest Treasay Hb and Bond Ylsldt 

OMtnRk > Tame — 

Tm man - Ttewyw 

i_ V* T kMOtt 520 Bn jwr 

5h Shiratti ua ISfte 

FMAadiNktemUn Sh Omymr 545 3frjwr 


Ulfai. 


UK BONDS 


FTSE Actuaries Govt. Securities 


Price Indices 
UK GBs 


Thu Day’s Wed Accrued xd adj. 
Sep 18 change 96 Sep 17 interest ytri 


BENCHMARK EUROBONDS 


Fted 

Sep 18 date Cotton 

BB Q2AJ7 5.750 

01/07 5.750 

Pt^ Ma i fa ' 03/04 5275 

ABN Amro 0305 8200 

i m. 

Austria 01/04 5200 

APtsey Nat 02AM 8200 

Cted Fonder (BAM 9.125 

Abbey Net 08/06 4210 


sap 

FWfag 


Bid 
price 



S/ra 

AAA 1014700 
AA 1002600 
A 994300 
rVa 992162 

"°*5R£ 

AAA 1022800 
AA 1042000 
A 1194100 
nfe 101.8944 


Da/* 
BU chga 

ya yW 


Mitre spread 
digs v 
yta Govts 


BB 

02/07 

7200 

AAA 1052100 

819 

Abbey Nat 

02/02 

8200 

AA 1042000 

5.7* 

Watt Ohney 

06/00 

8225 

A 108.7500 

527 

Abbey Nat 

03/07 

8200 

AAr 1022081 

727 






as 

12/07 

7225 

AAA 1054878 

825 

Draadnerai 

12AJ7 

7.750 

n/a 1034759 

725 

RBS 

01/07 


At- 1062141 

741 

Abbey Nat 

02/02 

7400 

AA 992721 

8.72 


524 -022 

521 -023 

548 -023 

546 -025 

. 

527 -023 

6.15 -023 

545 -023 

428 -023 

-028 


-026 

-022 


-025 

-027 

_nm 

-028 

+021 

*021 

+024 

-029 


-047 

-048 

-024 

-024 

-040 

-039 

-040 

-0.71 


+021 

+028 

+023 

+0.14 

-022 

+02G 

+028 

-126 

+023 

-022 

+040 

♦ 1.11 


+022 

+022 

+0.78 

+022 



04/07 

7250 

AAA 1052795 

843 

ABN Amro 

08AJ7 

7.125 

AA- 102.7735 

BJ3 

Quabec 

01457 

7200 

A+ 1022482 

8.70 

CWccrp 

02AM 

5.781 

A* 1004975 

622 



_ . ^ , Sauce: tatwcttin DetaffT In fawU on 

8tandwd a Poor* Mtaga. YMda: Local nartM sandM/AniijtfM bash. 


— Low coupon yield-- -Medum coupon ytekl --| 


1 Up to 5 years (19) 

2 5-15 yews (21) 

3 Over 15 year* (4J 

4 irredeemables (4) 

5 Al stocta |4S) 

fedax-Onload 


12017 

023 

120.13 

229 

7.72 

5 yr* 

62S 

6.72 

7.16 

156.91 

047 

156.18 

225 

821 

15 yra 

8.63 

6.70 

823 

18926 

098 

16921 

6.97 

7.99 

20 yr* 

623 ■ 

6.70 

014 

2S524 

1.10 

25245 

429 

826 

IrradLT 

& 72 

079 

020 

15058 

042 

15010 

329 

826 






UK Indices 

4gh coupon yield — 

a 18 Sap 17 Yr. ago 


6.78 

624 

6.61 


&81 

6.73 

6.70 


723 

623 

M2 


6.82 B, 65 728 

0-72 620 822 

0.72 579 M2 


— Hatton 8% — 
Sap 18 Sep 17 Yr. ago 


6 

Up to S years (2) 

207.40 

0.13 

207.13 

063 

522 

7 

Over 5 yearn (101 

205-73 

0-57 

20428 

120 

4.70 

8 

Al stocks f19 

20423 

053 

203.76 

123 

4.72 


— kiOatton 10 % — 
Sap 18 Sep 17 Yr. ago 


Up to S yn 
Over Syrs 


345 

328 


549 

343 


1.19 

328 


2.72 

3.17 


2.75 -020 
321 325 


Awaga pen «topkn yMra «e mown dbowa. Couxn Bands Lew: 0%-7Wi: Uadfen: BM-10*9fc Wgte 11% aid Oier. t Ftat ytokl yld Vfe to dot. 


FT Fixed Interest Indices 

Sepl8 Sap 17 Sep 16 Sep 15 Sepia Yr ago Ugh* LmT 


Sep 15 Sep 17 Sep 16 Sep 15 Sap 12 Wapo *gtr Lrari 


Govt Secs. (UK) 99.69 99.13 99.07 96.02 97.70 9324 99.13 9321 Raad Interest i smtw w»ai 

° WetwtonaJlJd 1W7. Al rights resenrao. ■ ter 1897, Qonm Sec u teaa high shot c o tn tf teUon : 12740 SS/QI/a, kw 49.18 RXV01/7S. - rm ^ 15 -32 

camfttotat 13187 PVOIAWJ. toe 5053 (BS«1>75). Bmm 100s Gowmmant Srauteaa IVIOiaOanp Ftadbtevus WsMfiy MaSa ntaSlfaL 4 


UK GILTS PRICES 


-TW4- — 52oMk— 

IB fed PricaC+ar- H» taw 


fed FnceS+w- 


awrtnuMmtoRwTwtij 

TiWil\*elB87tt 875 

Lckispc 19S7 

Tm 43*0088 

EMh01uiei*8___ 

Ties Rub 1 «# 

TmalSiflc-SStt 

End 12K 1BBB 

1M»91as199at* 

TrswfeBfefaiaaa#- 

Wi12^pct9S9- 

TnmWjgciaaa 

TradKiSB# 

Cow 1«ipc 1999 

imupacaw $ 

dwflpcamtt 

feat 13 k 2900 

TrwsWpc 1995-1 

T(8ajBK300Btt 

Tmftgfetoaxn 

Ihn 19x2001 

Cm «sca«li**_* 

OmSToeant 4 

Tim 7* 2001# 

EfiUlfce 1999-2 * 

ttte 10|K 2007. ¥ 


-S2mak- 

feB Lus 


523 BBfl 
671 115a 
UT KBU 


TrBB7pc2002ti. 


RNtoRBatTfaB 

CW9>flE20IE f 

TmbMKZOIS 

SHJ19K2WC i 

CODS HiK20(nft__* 

TfflB sc 2003ft 

nwiWdrTOOO-JJ. 

Tan ifee 2003 . 

TiBBlliiK20IIW„ 
IMalfeeZDW f 


ftn*B3*a* 1 899-+— 385 

- 100 — 102a 100 Cm 9taa20M 823 

r .12 long -i 10 B,; 100 Q Trass Wpc 2004ft 672 

MB 882 11 5*2 *& 1151c 113% 00*01^2005 617 &7D 11BA 

^ -* m E*hW^c2005 i &8» 67BI22ij3 

(24 6S HB*t -»» I OSH 100i T(W12l®t2DQl-5 — — ‘““T 

14.3! B86 !06i -J, 117* ID « RmBlUK200Sft 

-4 111H 10513 CO) 8%pc2906 * 
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CURRENCIES AND MONEY 


Traders shake fear 



By Smon Kuper 


The yen dropped yesterday 
as traders concluded that 
this, weekend’s Group -of 
Seven industrialised nations 
meeting fn Hong. . Kong 
would not buoy the Japanese 
currency. ‘ 

The yen fell to its worst 
level against the dollar In 19 
weeks and its lowest against, 
the D-Mark in 16 weeks. The 
market now believes that 
the Japanese economy is in 
such a bad state that only a 
weak yen can create growth. 
G7 meetings in February and 
April had issued statements 
aimed to boost the yen 
against the dollar, but Mich- 
ael Rosenberg, head of fixed- 
income research at Merrill 
Lynch in New York, said 
any such attempt now 
“would fall on deaf ears". He 
said: “The sentiment on the 
yen Is about as negative as 
I’ve seen it” 

He noted that the yen’s 


fall yesterday had . come 
despite a larger than expec- 
ted rise in the US trade defi- 
cit . for Joly, while on 
Wednesday Japan's trade 
surplus for August had 
jumped by more than fore- 
cast Mr Rubin will use the 
G7' meetings to ask Japan to 
reduce its. surplus, but few 
In the market *hinV that he 
would consider weakening 
the dollar as a means of ach- 
ieving this. 

Richard Medley, an 
adviser to George Soros, the 
hedge fond guru, also helped 
the dollar by predicting that 
it would rise further against 
the yen. 

The yen dropped Y2 
against the dollar and just 
over Y1 against the D-Mark 
to dose in London at Y122 1 
and Y68.95 respectively. 
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The D-Mark was helped by 
a fairly strong west German 
Ifo survey of business senti- 
ment for August. The cur- 
rency has risen sharply 
against the yen in recent 
weeks, as the looming G7 
had for long made yen beans 
reluctant to buy the dollar 
against the Japanese cur- 
rency. But in late trading 
after the London dose yes- 
terday the dollar continued 
its recent recovery against 
the D-Mark, advancing to 
DML.780, more than a pfen- 
nig above Wednesday's Lon- 
don dose. 

The pound rose as the 
market continued to reassess 
its previous view that UK 
Interest rates had peaked. 
Strong retail sales and earn- 
ings data out on Wednesday 
had suggested to the market 
that rates could increase 
soon. However, Adrian 
Schmidt, senior economist at 
Chase in London, said that 
the retail sales rise had been 
entirely due to food spend- 
ing, and he forecast weak 


of G7 and sell yen 



sales for September. Yester- 
day a Confederation of Brit- 
ish Industry survey showed 
continued pess imism among 
exporters, hit by the strong 
pound. But the survey bad 
produced an even worse 
reading in August. 

The pound rose 2.8 pfen- 
nigs against the D-Mark and 
1.4 cents against the dollar 
to DM£862 and $ 1 , 616 . 

Short sterling futures con- 


tracts fell significantly for 
the second day r unning , to 
reflect the growing prospects 
of rate rises. The December 
1999 contract, down 10 basis 
points on Wednesday, 
dropped another 6 points 
and is now pricing in base 
rates of more than 7.25 per 
cent. Rates stand at 7 per 
cent today. Short sterling 
futures had jumped by up to 
23 basis points on Tuesday 
as the belief that rate rises 
were over reached its zenith. 

■ Willem Bui ter, a Dutch- 
man who sits on the Rank of 
England's monetary policy 
committee, yesterday 
suggested that UK Inflation 
was in check. Speaking to 
Bridge News, the wire ser- 
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vice, in his first interview 
since taking office in May. 
he made surprisingly little 
impact on the market given 
that he belongs to the inner 
sanctum which votes on 
interest rates. 

He said the Labour gov- 
ernment’s July Budget “now 
looks slightly tighter than 
when I first interpreted it”. 
As long as fiscal policy 
stayed tight, stopping rates 
from having to rise further, 
sterling should keep falling. 
Mr Buiter said be hoped the 
pound’s fall would be “grad- 
ual. Nobody wants wild 
swings.” The committee 
would consider intervening 
in the market to weaken the 
pound, but only if economic 
f nnriampntais suggested that 
the pound should be weak. 

He said that even though 
average apming^ growth had 
hit an annualised 4.5 per 
cent in July, earning s “still 
look flat to me”. They had 
risen chiefly due to big set- 
tlements in the construction 
industry, he said. 
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quoted id tha market but are bnptod by cunnt Interest mas. UK, katand & ECU are quoted In US cwmncy. JP. Morgan nominal Mean Sap 
17: Basa arerepe iBOtMOO. 

77m a refe pe ratal printed h tf* table are aha emtthtw on Eft* Mamet « ba&MwnJTaMm 


1 WORLD INTEREST RATES 1 

HONEY RATES 

Septan J ii IB Orer 

night 

One 

month 

Three 

firths 

Sh 

mtha 

One 

yew 

Lome. 

inter. 

Do. 

ran 

Repo 

raja 

Heigh mi 

3» 

3ft 

3S 

3S 

38 

a® 

2 ® 

_ 

Frttme 

3£ 

3ft 

3* 

3ft 

3rf 

3.JD 

- 

4,75 

Oeuuny 

3ft 

3ft 

3ft 

3ft 

38 

400 

200 

300 

Ireland 

6& 

614 

6% 

sa 

SB 

- 

- 

B.7S 

to* 

SB 

6 K 

« 


SB 

7.75 

655 

6.02 

WeMierieade 

3ft 

3ft 

3E 

3ft 

vt 

— 

200 

3® 

SwttENftend 

1 M 

1 ft 

144 

lit 

is 

- 

1 ® 

- 

us 

6 ft 

SB 

sa 

53 

s« 

- 

5® 

- 

Jepan 

M 

U 

i& 

B 

% 

- 

000 

- 

■ SLBOR FT London 








irCMDH nxng 

- 

5fl 

SS 

si 

5H 

- 

- 

- 

USDotoCB* 


544 

548 

604 

509 

— 

- 

- 

ECU LHttd Da 

- 

4ft 

4ft 

4 to 

49 

- 

- 

- 

SDR Linked Da 

- 

3ft 

3*4 

3K 

3B 

- 

- 

- 


S UBOR h dertwn fc fetoq rasa* are Dflsad rates far SI Ore quorad to the nwrtcet by four 
irtara ne bonks at 11 am each writing day. Tha banks uk BM ra Hut, Bank d Tokyo 
MtaubWt Barcfcya red Mdton* W ertntoe te . 

MU rtrtf os metre far the dormmfc Moray RrtM L 6 * CDs. SCO A SCR talked Deposit P* 


EURO CURRENCY INTEREST RATES 

Sap 18 Short 7 days One Three Sbc One 

term notice month months months yew 


Belgian Franc 

3*2 ■ 

•3ft 

3ft- 

3ft 

3B- 

-3% 

3B- 

3>2 

3ft- 

3ft 

3% ■ 

■31+ 

Danish Krone 

3(1 

■SB 

3ft - 

3*2 

3h- 

33j 

35- 

Sft 

3£- 

3fi 

4ft 

-4ft 

Gttman Marti 

■ 

- 2 % 

34 

- 3 

3ft- 

3ft 

3^8 - 

Sft 

3ft- 

37a 

3\ 

■ 3*8 

Dutch Guilder 

3ft 

■3ft 

3B- 

3ft 

3ft- 

’ 3ft 

3fi- 

3ft 

3%- 

3^2 

3}i 

■3ft 

French Franc 

3£ ■ 

•3ft 

3ft - 

3ft 

3ft 

-3ft 

3i i- 

3ft 

3* - 

3ft 

3ft 

-3ft 

ftortugueea Esc. 

SB 

■s ft 

«■ 

Sit 

SJ3- 

■sh 

5ft- 

5ft 

5ft- 

Sft 

5tfl ■ 

■5ft 

Spanish Peseta 

sB 

■5ft 

5ft- 

5ft 

5ft- 

Si 

5ft- 

54 

si- 

4ft 

Sft 

•4iJ 

Starting 

7i ■ 

•B 8 

7ft- 

6 ft 

7ft- 

■7ft 

7 A- 

7ft 

7ft- 

7^8 

7*2 ■ 

■ 7>q 

Swiss Franc 

1*1 ■ 

■ 13* 

1 ft- 

1 ft 

1 ft ■ 

■ 1 ft 

1B- 

1 ft 

1*8 - 

1 ft 

1 %- 

1 ft 

Canadtan Doflar- 

3A 

-3ft 

3^1 - 

3ft 

3ft 

-Sft 

3B- 

3ft 

3%- 

3ft 

*k ■ 

■4ia 

USDofcr 

&2- 

■5% 

545- 

5^2 

5ft- 

■ 5ft 

5*6- 

sft 

SM- 

5ft 

m 

5% 

Itafian Ura 

7ft 

■eft 

eft - 

6 B 

6 B- 

■BSb 

8 ft- 

eft 

6 ft- 

64 

5(2 - 

■5% 

Japanese Yen 

h- 

•a 

B- 

> 2 . 

ft- 

ft 

B- 

ft 

A- 

ft 

ft- 

*8 

Asian SSfcv 

2*8 1 

• 2*2 

3^- 

33s 

3J1 ■ 

3ft 

4ia 

- 4 

4H 

-4 

4*4 ■ 

■ 4ia 


Shon Mt» raw me cal far the US NUr and Yen, others; mo days’ notice. 

M THU —own* PtBOtt FUTURES QAATffPaita thtarOank offered rate 



Open 

Sett price Change 

High 

Low 

EsL voi Open Im. 

Dec 

9643 

9643 

+4X01 

9644 

96.41 

11004 

38,453 

Mer 

9652 

9652 

- 

9653 

9650 

8503 

30,110 

Jun 

9a® 

9602 

- 

9003 

9000 

S 281 

25,031 

U IMfiS MONTH BUROMARK niTUtBS (UFFET DMIm points of 100 % 


Open 

Sett price Change 

High 

Lew 

EsL vol 

Open inL 

Oct 

9601 

9600 

- 

9601 

9609 

625 

4363 

Mb- 

9354 

962A 

- 


9652 

49602 

286703 

Jun 

66 ® 

96.02 

+001 

9603 

95.96 

44862 

243767 

Sep 

9502 

9503 

+ 0.01 

9505 

95.61 

21040 

173294 

■ ONS MONTH EUKOMM 8 K FUTURES (LfiTEy DM3m points of 100% 


Open 

Satr price Change 

High 

Low 

EsL vol Open 'mL 

Oct 

. 

9574 

- 

- 

- 

0 

265 

N» 

- 

9605 

-001 

- 

- 

0 

60 

Dec 

9543 

9643 

- 0.01 

9643 

9643 

40 

740 

Jan 

- 

96.53 

-002 

- 

- 

D 

SO 

■ TWEE MONTH EUROUtA FUTURES (UFFE) - LI 000 m points of 100 % 


Open 

Settprica Change 

High 

Low 

EsL vol Open inL 

Dec 

9301 

9308 

+0.06 

83® 

83.78 

24505 

94005 

Mar 

8448 

9406 

+0.07 

9407 

9445 

21595 

77101 

JUn 

94.88 

94.95 

+4X06 

9407 

94® 

26184 

71234 

Sep 

8408 

95® 

+ 0 ® 

95.10 

9407 

11741 

49363 

■ 1 TM 

EE MONTH SUM) SMBS RMC fUTUOB flJFFQ SPIm potaa of 100% 


Open 

Sett price Change 

High 

Low 

ESL VOI 

Open InL 

Dec 

9855 

9859 

+ 0 ® 

9859 

8652 

13546 

71969 

Mar 

9803 

98® 

+ 0 ® 

9607 

96® 

5029 

36849 

Jw 

97.7B 

9701 

+4X03 

07® 

07.76 

1834 

19304 

Sep 

9708 

97.61 

+ 0 ® 

97® 

97® 

110 

11220 


■ THREE MONTH BUBOYEM FUTURES (LjFg YIQOm points Ot 100% 



Open 

Sett price Change 

rtgh 

Low 

EsL vol 

Open InL 

Dec 

9942 

9942 -001 

99.42 

9942 

50 

rVa 

Ms 

. 

99® 

- 

- 

0 

nib 

Jun 

- 

99® 

- 

- 

0 

n/a 


■ TIEET MOUTH ECU FUTURES (UFFE) Eculfn points Of 100% 



Open 

Sett price Change 

High 

Low 

Eat. vd 

Open kit 

Dec 

9507 

9506 

+ 0.01 

95® 

95® 

688 

10961 

Mar 

95.49 

9501 

+002 

95.51 

95.48 

344 

6059 

Jtm 

9545 

9546 

+001 

8547 

9544 

290 

3556 

Sep 

9508 

9541 

+ 0 .® 

95.40 

95® 

283 

4152 


* UFFE ludvas afco traded on APT 

■ EHBOtEU OPTIONS (UFFE) LIQQOrn points at 100 % 


Strfita 


_ rees 16 _ 



__ ne fii* _ 



Iwfll 1 ft 



ruib 


71 -* 

rnco 

Dec 

Mar 

Jun 

Dec 

Mar 

Jun 

9375 

0.22 

005 

104 

am 

0 ® 

0.04 

9400 

a® 

0.64 

1 ® 

021 

a® 

0 ® 

9425 

a® 

a44 

000 

040 

0.13 

0.10 


Eat. voL art, Cato 10BM Puts 6181. Previous Oafs open W_ Cato 127S07 Pula 47622 






■ft*-' 


**■ 


CROSS RATES AND DERIVATIVES 


EXCHANGE CROSS RATES 

Sep 18 BFr DKr FFr 

DM 

K 

L 

R 

MCr 

Es 

Pta 

SKr 

SFr 

E 

CS 

S 

Y 

Ecu 


(BFr) 

100 

18.48 

16® 

4047 

1.828 

47® 

5457 

19® 

4920 

409.1 

2079 

3.996 

1084 

3002 

2.737 

3340 

2470 

Denmark 

(DKr) 

54.18 

ID 

8021 

2026 

0091 

2563 

2057 

1007 

2670 

221.6 

11 ® 

2.165 

0918 

20 ® 

1483 

181.1 

1038 

France 

(FFr) 

6143 

11.34 

10 

2077 

1.123 

2905 

3052 

1209 

302.7 

2510 

12.77 

2.454 

1.040 

2035 

1.681 

2050 

1017 


(DM) 

20 ® 

3008 

3.359 

1 

0077 

9750 

1 . 1 ® 

4062 

101.7 

8440 

4089 

0824 

0049 

0-784 

0065 

6805 

0010 


(f£) 

54.70 

10.10 

0906 

2.651 

1 

2587 

2085 

1027 

2690 

223.8 

1107 

2.1 B 8 

00 ® 

20 ® 

1487 

1820 

1051 

ttahr 

OJ 

2.114 

0090 

0044 

0.102 

0038 

100 

0115 

0416 

1042 

6048 

0440 

0084 

0.036 

OO® 

n ®8 

70® 

0052 


18® 

3.382 

2.983 

0088 

0035 

866.7 

1 

3008 

90® 

74® 

3008 

0.732 

0310 

0.697 

0002 

6104 

0453 


(NKr) 

GO® 

9075 

8270 

2.4B2 

0029 

2402 

2.772 

10 

2500 

2070 

10 ® 

20 ® 

0080 

1.931 

1.390 

1ffl.7 

1055 


(Bs) 

20 ® 

3.745 

3.304 

0084 

0371 

9590 

1.107 

3.995 

1 ® 

83.01 

4019 

0811 

0344 

0772 

0555 

67® 

0501 

Spain 

(Pta) 

24.45 

4012 

3080 

1.185 

0447 

1156 

1034 

4013 

1200 

100 

5082 

0.977 

0414 

0929 

06® 

8109 

0004 


(SKr) 

48-11 

8078 

7.832 

233? 

0079 

2275 

2025 

9470 

2370 

1960 

10 

1022 

0015 

1029 

1017 

1600 

1 . 1 ® 


(SFr) 

2503 

4.619 

4074 

1213 

0458 

1184 

1088 

4027 

1230 

102.4 

5003 

1 

0424 

0052 

0.685 

83® 

0.618 

UK 

( S3 

5004 

10.90 

9012 

2062 

1.079 

2793 

3222 

11.62 

2900 

2410 

1207 

20 ® 

1 

2045 

1.616 

1870 

14® 


(CS) 

26® 

4054 

4282 

1275 

0481 

1244 

1.435 

5.178 

129.6 

1070 

5467 

1051 

0445 

1 

0720 

87® 

0650 

USA 

(S) 

38L54 

6.743 

5l948 

1.771 

0068 

1728 

1094 

7.192 

1800 

1480 

7095 

1460 

0.618 

10 ® 

1 

122.1 

0002 


M 

29® 

5023 

4072 

1450 

0547 

1415 

1033 

5091 

1470 

122.4 

6021 

1.196 

0507 

1 . 1 ® 

0019 

1 ® 

0.739 

Ecu 


4049 

7473 

6092 

1.983 

0740 

1915 

2210 

7071 

1990 

165-6 

8417 

1.618 

0.688 

1040 

1.108 

1350 

1 


Orttob Kronor, Fntii Franc, IW# Kronor. and Swadbn Iwrar par 1ft Baklan Rone. Yre. EkuW. Lta and Pawta par 10ft 
I (IMM) DM 125000 por DM 


l(IMM)Yan 12J5m per Yan 100 



Open 

Latest 

Change 

High 

Low , 

Eat vol Open krt. 


Open 

Latest 

Change 

«9h 

Low 

Eat vol Open fat 

Dec 

00676 

00691 

+0.0015 

00707 

05667 

16008 56072 

Dec 

00372 

00355 

-00020 

003® 

00345 

15,018 

88,552 

My 

00730 

05735 

+00027 

00740 

0.5730 

38 2009 

Mar 

00470 

08471 

-00017 

00471 

004® 

35 

7® 

Jun 


00738 

- 

- 

- 

11 2,477 

Am 

- 

QBfflQ 

- 

- 

- 

112 

1 ® • 


■ SW I SS FBMC MHB ffMM) SR- 1250® par SFr 

3a c 0.6912 0.6937 +O.I 

Mar - Q.7010 +O.I 

tun - 0.7050 


UK INTEREST RATES 


■ STERUMQ FUTURES (MM) £620® part 


0.6965 

06901 

15084, 

37003 

Dec 

109® 

10052 

+ 000 ® 

1.6054 

10902 

4,514 

®,043 

07010 

_ 

24 

1,194 

Mar 

10940 

1.60® 

+00102 

1.60® 

10940 

4 

231 


0.7050 

18 

123 

Jun 

- 

10320 

+0.0078 

108® 

- 

52 

27 


LONDON MONEY RATES 

Sap 18 Over- 7 days Ona 

night notice month 


EMS EUROPEAN CURRENCY UNIT RATES 

Sap 18 Ecu c«n. Rate Change % +/- bum % spread De- 
rates against Ecu on day cen. rate v weakest Ind. 


Three Six. - 
months months 


One 

year 


ertxank Staffing 7/, ■ 6*2 7Js - 7 - 7ft 7ft - 7ft 7ft - 7ft-7ft - 7ft 

wfrta CDs - - 73* - 7ft 7ft 7 7*« 7ft - 7ft 7ft - 7% 

rtBfc - .- 6 » - 6 ft OB - 6 K 7ft - 7ft - 

cal' authority daps- 6 % - 6 ft 7-6% 7 ft - 7 ft 7ft - 7*t 7ft - 7ft 7ft - 7ft 

scount Makat dapa 7 - 6 % 65b - 8 % 


UK dearhg bank 


lasting rata 7 per cent bom Aug 7, 1997 _ 

Up to 1 i-a 3-6 6-e 

month month merths 


9-12 


Cam of Tax dep. CriOOAOO) 2*2 6^2 S 5 4* 

s-,afflaassssa^^ 

House Bbm Bara THtpe from £ep 1. 1*7 

- waartwaenammiUltQiqnHIICStUH^ 


Dec 

Mar 

Jun 

Sap 

Dec 


92.63 

92.67 

92-78 

92J8B 

taste 


tom 

92.65 

92.75 

9Z-S7 

93.00 


-OJJ5 

-0.06 

•0.05 

-0.06 

- 0.01 


Kflh 

LOW 

EsL vol Open InL 

9203 

92.58 

30874 

142112 

92.71 

92.64 

31293 

111427 

9202 

32.72 

34071 

88219 

9205 

9204 

19732 

63573 

9305 

8205 

110® 

58845 


/mo traded on APT. Al Open merest age. era lor day. 


calls — WTS 

Oec Jun D* 6 Mar -** 1 

0 17 0-26 0A9 0.07 ail U14 

atvt 0.12 0^4 ais 

■ 0.01 0.06 ai 2 


Strike 

Price 

8250 

8275 

9300 


0A1 


022 

DAO 


024 

037 


Mend 

0798709 

0.744209 

+0002578 

-082 

a74 

46 

ram&nO 

585424 

507549 

-0021® 

006 

1.® 

-2 

*** 

190848 

191843 

+026 

0® 

102 

-5 

Portugal 

107088 

189.892 

+0.113 

106 

008 

-8 

Spain 

163.826 

16S088 

+001 

108 

O® 

-9 

Denmark 

704555 

748568 

+00027 

1.91 

004 

-13 


2.16979 

201380 

+0.000® 

203 

Q 99 

-15 

Germany 

102573 

106591 

+0.00038 

? no 

0.16 

-21 

Austria 

130485 

130353 

+00034 

2.12 

013 

-15 

Detuiinn 

39.7181 

405680 

+00082 

2.13 

012 

-16 

Frame 

6.45863 

600416 

+000029 

9 OR 

0® 

-19 

NON HW Maese 






Greece 

295269 

310010 

+03® 

506 

-206 

- 

UK 

07931® 

0.682687 

-0000862 

-1206 

17.® 

- 

6euearantiratt«aatbytl»e6«rpamGonitntalori CurarokeeelndwceraiBralBitrttovngfit 
Pafttcaderg— — fcrEnraixgtirtctiBrpadefaCMfl— fc cmencyflneipanw three 8w ratio 1 

brtrwer tto apn«J«: *w Pecanaoe tattwico ortwren tha eairt mnfaa and Ecu cmW r 

*»tara 

curancy. aid ttrarraakiuBpffTnfitBdpeeaMageOeriUkTnal the ansiqri ratal ratal) O Ear 1 

cure rate. 1718)32; Srertng winded tern BPi. toftrtmt c at utted by fie Ftaeriri Tmae. 

M M0UID61PfUA8E£/S OPTIONS £31 050 (cents per pouid) 


Strike 

Price 








Oct 

Nw 

Dec 

Oct 

Nov 

Dec 

1090 

2® 

208 

027 

107 

2.15 

267 

10® 

100 

209 

-2-77 

102 

206 

3.17 

1010 

107 

1.® 

208 

2.10 

3.15 

3.75 

tamtore day\ vd. Cato 170 Pub 0 . Piw. dey'a open hL. Cato 22010 Pub 22482 


M PMLADB0MA6E D-MAMC/S OPTIONS DM620® ($ par DM) 










Rico 

Oct 

Nov 

Dec 

Oct 

Nov 

Dec 

00® 

nr» 

i0i 

104 

040 

069 

005 

0066 

0.® 

103 

100 

0.61 

001 

107 

0070 

042 

081 

106 

000 

1.18 

103 


EsL VOL total. CMS 4837 Pito 8*53. Predous oped ht, Cato 106467 Putt 173974 


Prextoia day’s voL. Cato 1 JBO Pus 2 jB 33 . Prev. day's open faL. Cato 9,759 Puls 2B£39 


■ THRU MONTH EURODOLLAR (MM) Sim points of 100% 


base lending rates 


S Company 7J» 
riahBank(GB> 760 
yAnsbacher 700 
IBareda 7.00 
eSbaaVtacaya 7.00 
i Cyprus 760 
f inland 7.® 
«b«Sa 7J» 

4 Scotland 760 

pi Bark 7&> 

or MU East 7.00 
>St**r&C6Ljtf 7.® 

UNA .. 7-00 

dSfeBS* 7 JOO 

Hjpotalive Bank7D0 

g Co 760 

I Popular Bank 760 


% 

Duncan Lamb 760 
Exattr Bank LMOad 860 
p*wnoal 3 Gar Bank 860 
•Robed FtenAig & Co7J» 
•GulmaM Mahon 760 
Hbbto Bank AQ Zkttch 760 
•Haa nt no s Bank 7.® 

hferitoto&Gen hv Oc.7.® 

aHoareaCo 700 

Hongkong a Shanghai 760 
InvesSK Sank (UK) HJ7.00 

JuSai Hodge Bank 760 

•LMTdd Jonph & Sue 760 
UojtfcBa*. 760 

MttendSw*' . 7 -°° 
NatWestmhsBF 760 
•HpaBftaheis 760 
PbyMBkoiSBoMnd 760 


Scottish Widow Bank 760 
•Singer SFriedtarattr 760 
•Snflh&Wtomn Secs760 
Sun Banking Crxp Ltd 760 
TSB 760 

LMed Bank ol Kim*. 7.00 
UrAy Trust Bank Pic 760 
Wtoawaylaktaw 760 
Yafksrtra Bank 7.® 

• MentwBcf London 
bweebnam Barfdno 
Assodafon 

* tn adfntnrsbwon 



Open 

Latest 

Change 

High 

Low 

EsL vol Open inL 

Doc 

9400 

94.18 

-O 01 

9400 

94.18 

100483 

S89042 

Mar 

94.14 

94.13 

-a oi 

94.15 

94.12 

135451 

407,123 

Jw 

94® 

9405 

-O01 

9407 

0404 

96,790 

289.753 

M US TMEASURY ®LL FUTURES (MM) Sim per 100% 



Dec 

9408 

9406 

-001 

94® 

94® 

4® 

4.7® 

Mar 

- 

9408 

- 

- 

9407 

27 

1002 


Al Open hii a i aw figs, era ttr praufate (tty 

■ EWIOMAHK O PT IOflS (liFFQ DMIm pdnta of lPO% 


Strike 

Price 

Oct 

NOV 

CALLS - 
Dec 

Mar 

Oct 

Nov 

PUTS 

Dee 

Mar 

9800 

044 

045 

045 

n V} 

0 

0.01 

0.01 

O® 

9625 

001 

002 

003 

016 

002 

003 

004 

0.17 

96® 

003 

nnA 

0.07 

005 

009 

on 

0.13 

001 

9875 

0 

001 

001 

002 

031 

032 

Q02 

003 

97® 

0 

0 

0 

001 

0® 

058 

0® 

077 


ESL vet tot* -cab 7053 PUS 9508. Pmkaa dayY sprai bit, Cato 238798 Pito 214177 
■ EURO smsanVkHBOmQMSQJFFQ SFr 1m porta oMOOH 


Strike 

Rice 

Dec 

- CALLS - 
Mar 

Jui 

Dec 

- PUTS - 
Mar 

Jui 

98® 

987S 

007 

053 

0® 

nna 

007 
n ra 

008 

049 

053 

072 

078 

0.97 


Union 


(Limited I 


MARGINED FOREIGN EXCHANGE 
FUTURES & OPTIONS 

24 HOURS |~i 

ht<p://wwv.-.unicnjaf.com ■•,[. I 

F.n 0171 522 3317 



FUTURES 
OPTIONS 
& FOREX 
pBrauTojBns 
WELCOME 

r 1 


S8 DOVER STREET, LONDON WIX 5RB M 
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Interfinance Natexis N.V. 

FRF 650,000,000 

Guaranteed Zero Coupon Notes due 2005 
Pursuant to a partial asset transfer agreement (the “Transfer 
Agreement’*) dated 7 April, 1997, which was approved by (he 
shareholders of O&fii National and Banqoe Fian^aise dn 
Commerce Bn&icnr (“BHL'h‘‘» at general extraordinary meetings 
held oo 23 June. 1997. Credit National transferred, with effect 
from ] January, 1997. all of its commercial hanking activities (o 
BFCE (the •Uansfer'’). 

As a result of the Transfer, Cr&fit Nati onal became the holding 
compa n y of the Cr&fit National/BFCE group of companies (the 
"Group"). In addition Oddit National, BFCE and Intofinance 
Crddit National N.V. changed their names to Natexis SA., 
Nauais Banqneand InterftnanceNaierisN.V. respec ti vely. 
Interfinance Natexis N.V. remains a 100 per cent, held subsidiary 
of Natexis S.A. The guarantee of Natexis SAl (previoosly Cr&fit 
National) far aD tbe outst andi n g debt of interfinance Natexis N.V. 
as of the date of the Transfer, 'i nc l ud in g tbe FRF 650,000,000 
Guaranteed Zero Coupon Notes (tbe "Notes"), has been 
transferred to Natexis Banqoe and wiU remain in full force. In 
accordance with the terms of tbe Transfer A g ree m en t , Natexis 
SAl. and Natexis Banqoe will be jointly and severally liable for all 
the debt obligations transferred by Natexis SA. to Natexis 
Banqoe inchu&ig tbe guarantee of tbe Notes. 

Groups NATEXIS 
Dated: 19Septembet 1997 


T7ie Financial Times plans lo publish a Survey on 


Broadcast Media 


on Thursday October 16 


For more information, 
piease contact: 

Chris Aston 

Tel: +44 171 873 4196 
Fax: +44 171 873 3098 
or your usual Financial Times representative 
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Enro Ten Guaranteed Notes due 1998 

For the period from September l£^ BBT 
to tlsreb 19, 1998, the Note* -trill carry 
an Interest rate of 168594% per annum 
with an interest amount of Yen 545986 
per Yen B0.000JXI0 Note. 

The rakrant taterest payment data will 
be March D. 1938. 
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COMMODITIES AND AGRICULTURE 


Barrick drops two sites in Indonesia 


By Sander Thoenes In Jakarta 


Barrick Gold of Canada yesterday 
said it had withdrawn from two 
exploration concessions in Indon- 
esia, along with 31 other mining 
companies that have been hurt by 
falling gold prices and the Busang 
mining scandal. 

Timothy Scott. Barrick represen- 
tative in Jakarta, said the company 
had withdrawn applications for 
ex tens ions of two exploration per- 
mits after finding insufficient gold 
at the sites. “Possibly smaller com- 


panies might be interested." he 
said. 

A local newspaper quoted Arfjat 
Sudradjat, director-general of the 
ministry of mining and energy, as 
saying that 31 other companies - 
most of them junior Canadian and 
Australian groups - had with- 
drawn applications for extension of 
their permits as well. 

Mr Adjat said 164 applications 
were still pending, but he added 
that many companies had been 
hard pressed to obtain financing. 

Investors have lost interest in 


many gold projects after the gold 
price dipped to a 12-year low in 
July. Barrick. the biggest gold pro- 
ducer in NoTth America, 
announced earlier this month that 
it would close four mines, write off 
its interest in a fifth and cut explo- 
ration spending. 

Mining companies are particu- 
larly sceptical of Indonesia, follow- 
ing the news that exploration 
results at the Busang site, touted 
to be the world's largest, had been 
tampered with to mask minuscule 
gold finds. 


"You mention Indonesia a nd 
people half-way close the door on 
you," one gold-mining executive 
said. "And if you say gold they 
practically push you out the door." 

“Given the gold price, every com- 
pany. big and small, is re-evaluat- 
ing its projects," said Tim Goyder, 
managing director of Cove Mining, 
of Australia, which abandoned 
exploration in West Kalimantan. 
“Busang is a factor too. But there 
is still money for good projects." 
Both Barrick and Cove kept some 
of their concessions. 


Barrick last year teamed up with 
President Suharto's eldest daugh- 
ter, Siti Hardjjanti Rukmana, to 
beat Placer Dome in j oining Bre-X 
to develop Busang. Both Barrick 
and Placer Dome then lost out to 
Freeport McMoRan of the US. 
which is mining the Grasberg 
copper and gold mine in Irian 
Jaya. 

The whole project fell apart after 
Freeport discovered there was “less 
gold than yon can find in sea 
water”, as one Freeport official put 
it.. 


India in fresh move to 
liberalise fuel prices 


By Mark Nicholson 
in New Delhi 


India has taken a further 
step towards liberalisation of 
its controlled fuel price sys- 
tem by ann ou nci n g that gas 
prices will be linked to the 
international price of fuel 
oil. The government also 
said it aimed to phase in full 
liberalisation of gas prices 
within five years. 

The step follows moves 
last month to link controlled 
prices of diesel and naphtha 
and fuel oils to world prices, 
though some subsidies for 
each will be retained. 

The government has also 
said it will shortly announce 
a phased programme to dis- 
mantle the administered pri- 


cing system, the regime 
which governs almost all 
petroleum product prices 
and sustains a complex sys- 
tem of cross-subsidies. 

As a first step towards lib- 
eralisation of gas prices, the 
government said it would fix 
the consumer price of gas at 
55 per cent of the interna- 
tional price of a basket of 
globally traded fuel oils. 

This is expected to have 
the immediate effect of rais- 
ing domestic gas prices by 19 
per cent to about Rs2.200 
($60) per million cubic 
metres. 

A statement from the min- 
istry of petroleum and natu- 
ral gas said prices would be 
raised to 65 per cent then 75 
per cent of the chosen basket 


of fuel oils over the next two 
years. 

Thereafter, the ministry 
said price policy "would be 
reviewed . . . with a view to 
introducing 100 per cent fuel 
oil parity prices" over the 
following two years. 

Gas prices would be 
reviewed quarterly and 
would be allowed to fluctu- 
ate only between a floor 
price of Rs2,150 and a ceiling 
of Rs2£50. 

India produces about 20bn 
cumof natural gas a year, 
chiefly from its Bombay 
High oilfield off the western 
coast. Consumption is 
almost entirely industrial. 
There is no widespread net- 
work to supply domestic 
users. 
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Almost all of India’s domestic production of natural gas is consumed by industry 


Eramet warns of continuing fall in nickel price 


By Be rt r and Benoit in Paris 


Eramet the French state- 
controlled mining group, 
yesterday warned that the 
price of nickel could con- 
tinue falling for the rest of 
the year. 

Yves Rambeau, chairman, 
said the high levels of pro- 
duction to meet strong 
demand for stainless steel, 
which is made from nickel 
was keeping prices at their 


lowest since 1994. Both pro- 
ducers and analysts had 
been surprised by the recent 
surge in exports from the 
former Soviet states, he said. 

It is still unclear whether 
this new export capacity 
comes from new investments 
or from the selling of accu- 
mulated stocks. A string of 
mining projects by the main 
producers will ensure a sus- 
tained flow of supply. 

“Since the second half of 


1996. supply has been match- 
ing demand very closely," 
said Mr Rambeau. The mar- 
ket was in a state of “fragile 
equilibrium", he said, in 
which any unexpected event 
could hit prices hard. This 
was especially so since 
stocks were “slightly bigger 
than they ideally should be”. 

Among movements which 
could prolong the downturn, 
he mentioned persistently 
higher-than-expected exports 


from Russia, or “the sort of 
financial operations which 
shook the copper market 
earlier this year”. 

Since 1996, demand and 
supply of nickel have been 
on an upward trend. This 
followed a steep demand rise 
in 1996, at the peak of which 
it exceeded supply by more 
than 25 per cent Both are 
now close to an annual 
920.000 tonnes. 

Eramet has been partly 


shielded from thte year’s 
movements by the surge in 
the dollar, a factor which 
will probably not be 
repeated in the second half 
Mr Ram beau's warning 
came as the company 
reported first-half net 
income down 12.6 per cent 
from last year to FFrl46m 
(524.6m). Turnover was down 
4.6 per cent to FFr2.Q2bn. 
But earnings per share rose 
3.9 per cent to FFrii.40, 


partly due to the effect of a 
recent stake increase in 
Comflog, the manganpan pro- 
ducer now 61 per cent con- 
trolled by Eramet. 

Mr Rambeau said he 
expected 1997 results to be at 
least in line with 1996. There 
is same uncertainty because 
of the failing nickel price, 
the evolution of the dollar 
and political turmofi in New 
Caledonia where Eramet 
operates. 


COMMODITIES PRICES 


BASE METALS 


Precious Metals continued 

■ GOLD COMEX (100 Troy oz.; S/troy oz.) 


GRAINS AND OIL SEEDS 

■ WHEAT LIFFE (100 teroee; £ per tome) 


SOFTS 

■ COCOA UFFE (10 tames £/tonne) - 


MEAT AND LIVESTOCK 

■ UVE CATTLE CME (4O,00Qfce; cents/tra) 


(Prices tom Amalgamated Metal Trading) 
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PRECIOUS METALS 

■ LONDON BULLION MARKET 
(Prices suppled by N M RdhschM) 
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Mar 

17125 - 17190 171.50 

9 4920 

Total 



TX45B 9X316 

V NATURAL QASK urn Vent* pen p« nnq 

0*4 

10930 -0.030 10950 10.800 

65 1.160 

Bn 

1X250 +0.100 

- 

- 870 

Total 



245 9JS5 

M NATURAL GAS DIB (1X000 nrSBL; SAanBfeL) 


Latest ny* 


tom 


price dnoge HgB 

lew 

VM tat 

Oct 

2920+0137 2935 

2666 19.419 SO 938 

(tar 

2930 +9 125 2S35 

2795 

6955 3X603 

Ooe 

303) +0.107 2025 

2995 

3,788 20227 

Jn 

2010 +0.100 2010 

2991 

1932 24966 

Fto 

2735+0975 2735 

2650 

1,339 16.130 

Mar 

2455+0955 2460 

2405 

768 10915 

Total 



3>9W 243943 

■ UNLEADS) GASOLINE 



OT1EX (42,000 US gMx; OU5 psfc) 



latest Days 


opmi 


price change H£i 

Lew 

*Jt Mt 

Od 

5825 -920 5X75 

5790 13,067 31,145 

NW 

56.60 +096 5665 

£20 

4585 77215 

Dec 

5610 +0 16 5820 

55.70 

2952 15415 

Jan 

5X85 -0.09 5695 

56.05 

2526 1X787 

Fto 

5X60 +022 5X60 

5690 

779 4920 

tor 

5725 +022 

- 

370 X652 

Total 



2X60410594O 


Sap 2835 -52 27X5 2695 1571 £398 

Oct 2245 -4.7 231.7 2245 7539 23504 

Oac 30551 -XT 21X3 2055 7587 <4223 

Jan 2012 -3.7 2375 2010 12B2 11585 

Itar 1903 -35 2015 19X0 1510 11241 

Ray 19X8 -25 2000 19X5 673 9242 

IPtal 10533 10X793 

H POTATOES UFFE CO tonnes; £ per tonne) 


Sap 1475 -1 1493 1474 66 1,017 

Mar 1490 -2 1525 1475 2,197 18.198 

Jan 1510 - 1540 1495 808 9JJ47 

Mar - 1508 +3 1530 i486 681 3,430 

Hay 1508 +3 1517 1517 41 $10 

JM 1908 +3 1515 1515 50 160 

TMM XBH 325M 

M OOffTB ■c CSCE (37900PS; centstta) 

Sap 17775 -1625 20X00 17X00 41 168 

Oac 16955 -350 17350 18650 5.43S 1X514 

Mar 15X30 -420 18050 15450 1,163 5,161 

ton 15X00 -3-75 154.00 HX93 72 1,759 

JM 14X75 -325 147X0 14450 9 1507 

Sap 13750 -2-75 14X50 14050 1 448 

Total 5,735 22JW7 

M COPFBE pCO) (US cants/poundj 

S«p 17 Pm. day 

Ctnp. daly 12857 127.14 

15 day wraps „ 13X74 13685 

M WHITE SUGAR LUTE (50 tonnes; STorme) 

Oac 3142 -X0 3165 314.0 2,157 10253 

Mar 3192 -15 321.4 3185 930 1X864 

May 321.6 -15 3235 322.0 249 2530 

Aug 322.1 -15 32X6 321.8 155 1.615 

Oct 31X4 -15 3205 3195 14 I486 

Oac 3175 -15 122 

Total 15D6 38570 

H SUGAR H 1 CSCE (H2J300to: cents/toa) 

Oct 1122 -059 1152 112212517 46511 


M PORK BELLES GfcC (40,000fca: ctnta/fos) 

ft* 86575 -X015 67525 6X100 1,118 4581 

Mar 6X500 -0025 67500 66500 S3 . 4S 

toy 67250+0575 57.700 67250 3 88 

JM 6X000-0550 88250 87.900 1 31 

tog 67550 2 TO 

TMM U74 XltB 


LONDON TRADED OPTIONS 

Strike price S to n ne — Cato — —Puts — 
■ ALUMINIUM 

(B9.7W) LME Nov Feb Nov Feb 

1500 156 161 3 17 

1600 78 82 20 48 

1700 25 48 68 96 

M COPPER 

(Grade A) LME Nov Feb Nov Feb 

2000 148 174 28 52 

2100 84 116 61 92 

2200 42 74 118 147 


Nov Feb 
3 17 

20 48 

88 96 


■ COFFEE UfFE Nov Jsn Nov Jan 

1450 70 144 38 84 

1500 54 119 64 109 

1550 34 97 94 137 

M COCOA UFFE Dec Mar Dec Mar 


1122 -009 1152 112212517 46511 

11.70 -0.10 1129 11.70 X420 8X681 

11.78 -0.08 1185 11.77 915 21025 

11X4 -004 11.68 tl.62 125 15264 

11.62 -005 1157 11.81 137 1X136 

11-SI -OJN 11.61 11.81 259 2287 

1X413186*58 


1075 - 

80 

121 

30 

49 

1100. - 

65 

106 

40 

69 

1125 

52 

S3 

52 

71 

R BRENT CRUDE 
IPE 

Nov 

Dec 

Nov 

Dec 

1800 . 

- 

. 

24 

_ 

1850 

40 

. 

40 

_ 

1900 _ 

2t 

49 

- 

- 


LONDON SPOT MARKETS 

M CRUDE OIL FOB (par barrel] +or- 


MOV 

629 

- 

- 

- 

- 

7 

Mar 

80.0 

-120 

- 

- 

- 

- 

AW 

1009 

-129 

107.0 

38.0 

198 

1,181 

■w 

1129 

-120 


- 

- 

2 

Jre 

12X0 

-120 

- 

- 

- 

- 

TMM 





198 

1,190 

H FREIGHT (BFFEX) UFFE CSIOftndex point) 

sap 

1300 

+15 

1300 

1286 

33 

421 

Oct 

1435 

+25 

1445 

1420 

53 

1.624 

Rev 

1490 

♦27 

1490 

1485 

10 

46 

Jan 

1485 

+25 

1485 

1475 

8 

432 

Total 

am 

fm 



104 

2jn 

BH 

1283 

1281 






M COTTON NYCE gOJtOOlba; cents/tbs) 


7343 - 7175 7130 885 3,720 

7159 +01)5 7X82 7X57 6,152 46.582 

74JI +006 75.09 7495 574 14274 

7X28 +X05 75 55 7525 308 X206 

7X85 +0 10 7X02 7X75 240 5,720 

7X65 -0.05 - - 5 618 

X772 8X819 


ftiboi Sl7.79-7.89w -0.1 15 

Brent Bland (dated) $18.14-8.18 -OD5 

Brent Blend (Nov) $1846-848 -0.14 

W.T.L S18.50.Q92w -0.18 

M OIL PRODUCTS MWEprarnpl dafcwy OF (tonaa) 


Coffee futures 
subdued after 
Brazil forecast 


MARKETS REPORT 


By Sharmaa.Deiri 


Trading In robusta coffee 
futures was subdued as fore- 
cast of lower prices on 
expectations of a successful 
crop to Brazil, the worlds 
largest producer of the bean, 
dominated the market 

News that Colombia low- 
ered its crop forecast by im 
60kg bags to 12 m , which fol- 
lowed a slight lowering of 
the Brazffian crop estimate, 
triggered an earlier advance 
that foiled to persist. 

“The market’s focus is the 
ACPC (Association of Coffee 
Producing Countries) meet- 
ing next week. Although 
iHtfa is expected to happen, 
there's been a reluctance to 
tpfrp large positions as there 
could be a hardening up of 
quotas for export that have 
already been agreed,” said 
Lawrence Eagles at GN1 
Research. 

“Trade is dominated by 
t he US hedge funds, which 
have been selling like 
crazy,” said another analyst, 
who viewed the downward 
trend as price stabilisation. 

“You have to remember 
that prices have gone up 
astronomically since five or 
six years ago and the market 
is now trying to find a realis- 
tic level,” he said. 

*T thinfc current prices are 
quite fair - roasters are buy- 
ing and producers are pre- 
pared to sell on the rallies. 
In donesia and Vietnam are 
pypanriing all the time and 
short-term prices might 
come down under pressure 
from producers." 

London November 
robusta, which refers to 
mainly African and Asian 
coffee beans that produce 
the darker coffee preferred 
by Mediterranean drinkers, 
ended unchanged at $1,490 a 
tonne, after bitting a low of 
$1,475. Arabics, mainly 
South American beans, is 


traded in New York where 
prices rose in early trading 
yesterday. 

Cocoa, which often trades 
in tandem with coffee, fell 
■although there are fears of a 
global supply deficit. “At 
this stage there is a struc- 
tural deficit in cocoa, which 
could go up to 300,000 tonnes 
in 1997-98." said Mr Eagles. 

His view was supported by 

another analyst: “1 think 

there is potential for a stock 
deficit in 1997-98 and all the 
evidence points to falling 
consumption. For example, 
in the hot weather that 
we've been seeing, people 
don't eat chocolate." 

prices fell sharply earlier 
this week when it was clear 
that riots in Indonesia were 
unlikely to affect shipments 
and traders decided to take 
profits. GN1 said in yester- 
day's Commodity Report In 
addition, rain is expected 
over the weekend in Indon- 
esia, which could help boost 
its crop. 

“Trade is dominated by 
the funds as industry is well 
covered. Potentially there 
are some good buys at these 
lower levels but producers 
are hedging. Cocoa is cheap 
at these levels and manufac- 
turers can make very big 
profits.” he said. 

In thin volume, December 
cocoa in London was down 
£7 at £1,1 25. Technical ana- 
lysts also said cocoa should 
attract buyers at current lev- 
els and may test a high of 
£1.186 hit on September 5. 

White sugar fell in quiet 
London trade, although ana- 
lysts said the long-term pic- 
ture for the commodity is 
potentially bullish if there 
are El Niflo production prob- 
lems. 

However, a recent forecast 
saw Brazilian sugar produc- 
tion rising by 190,000 tonnes 
to 3.29 m tonnes in 1997-98 
with extra production being 
exported. Sugar was down SO 
cents at $320.50. 



CROSSWORD 

No. 9,484 Set by ADAMANT 



H ORANGE JUICE NYCE Q5 JOCdgcwtetoM 


PULP AND PAPER 

M PULPEX OMLX ($6: 24 air cry tons) 


8X85 -020 6950 68.70 12H 1X575 

71.85 -0.10 72.40 71X0 444 X166 

7440 -0.10 7525 74.75 188 5J80 

77.60 -0.15 7790 77.70 117 1.513 

8045 -0.15 - - 11 694 

8X35 -0.16 - - - 274 

1371 36,175 


Sec oafs Open 

pen turn h» low m u 

Dec 58325 +125 58325 58380 9 155 

■ ar 50725 +425 60725 60755 5 120 

Total 14 275 


VOLUME DATA 

Open interest and Volume data shown lor 
caifr acts traded an COMEX. NYMEX CST. 
NYCE, CME, CSCE and IPE Crude 00 are 
one day In areas. Volume & Open Interest 
totals fire tar a* traded months. 


FUTURES DATA 

40 lUurn date appfad by CMS. 


INDICES 

M Reuters (Bass: 16/9/31 = 1001 


Wool 

Rner merinos in Aifitrata condnuad ta lead 
die firmer tendency Ms weak. The eastern 
market gamed 18 cents in the week to 
Mom at 710 Australan cents a kg. The 
New Zealand market mostly crossbred 
wool only ma na ged to hold steady, with 
the indicator 4 cents down at 4SQ NZ 
cents a kg. Traders are b ecom in g ewers 
that wool fliuwua are reluctant to j«9 in 
Austria If the main vxflcaw (ails betow 
700 carta, end of a tendency tor sched- 
uled oftatn^ to slow m the season prog- 
resses. Western Europe « buying strongly 
and Japan, with Ctina. seems to be com- 


Sep 18 Sep 17 month ago year ago 
191X6 1904.7 18905 1901.5 


Premium Gasoline 

$220-222 

+i 

Gas Ol 

$168-169 

+1 

Heavy Fuel OB 

S94-96 


NapMhe 

$190-181 


Jet fuel 

$183-185 

+99 

□Meta 

$175-176 

■ +19 

H NATURAL GAS (PencBffiwm) 


Barton (Oct) 

1090-1190 


tonaun Agui. ToL London R/rg ass 3782 

a OTHER 



(Sow (per troy az£ 

$32095 

+9^0 

SSver (per tray az)A 

46390c 

+490 

Ptaflrmm (per trey oz.) 

8423^0 

+050 

Rdaftm (per nay oil 

$191.00 

+4.00 

Copper 

990c 


Lead (US prod.) 

4590c 


Tin (Kuata Lumju) 

1X18r 

+0.13 

Tin (New YoriO 

2SX5 

+20 

Cattle ^ wtagtt) 

89J£p 

*034- 

Sheep tote weight) 

109.480 

-453* 

(live weifliqt 

B0.60p 

+054" 

Lon. day suga- (raw) 

$274.00 

-0.60 

Lon. day sugar (wte) 

S315J0 

-1.70 


M CRB Foturee (Baaa: 1967 - 100] 

Sep 17 Sep 16 month ago year ago 
240.45 24085 - _ 

M Gael Spot (Base : 1970 = 500) 


Sep 17 Sep 16 month age year ago 
19426 106.19 192.56 200^9 


UE WAB&tOtm STOCKS (toasM) 

AbsrMgm 

-3925 

to 

Akinnun Mtay 

—140 

K> 

Cappw 

+1.025 

to 

I can 

-125 

to 

MdcM 

+228 

to 

Zinc 

+12825 

to 

Tn 

♦id 

ID 


Maize (US Nb3 Yellow) 
Whaa (US Da* North) 
Rubber (Oct# 

Rubber (Ncvflf 
Rubber (KLRSSNoi) 
Coconut 04 
Palm OB (Maiay.)§ 
Copra (RilQ§ 
Soyabeans (US) 

Cotton OuBortfA’ Mex 
wootops 164a Super) 


ACROSS 

1 The union hit back al lead- 
ing industrialist in anger 
(8) 

5 Habitual user did the treat- 
ment indeed (6) 

9 Judge the instrument (8) 

10 Madman chops your head 
off (6) 

11 Are other foreign coins 
given distinguishing signs? 
( 8 ) 

12 Reported to have outlawed 
Italian brigand (6) 

14 Allude to being in the 
money, so having choice 
OO) 

18 Manage a day with the 
chancellor, perhaps (10) 

22 Shot the French girl during 
gym (B) 

23 Form of words in which to 
pronounce judgment (8) 

24 Not a professional tenor? 
( 6 ) 

25 Space traveller working on 
a route round North Amer- 
ica ©j 

26 Break fast in att&npt to get 
agreement (8) 

27 American woman with 
money, lacks one escort (8) 


4 Decorative object that 
made Socrates for example 

’ angry (5 5) 

6 Has no hope of a spire 
being constructed within 
boundaries of Dungeness 
(81 

7 Happening to put in for 
account of car crash (8) 

8 Time to defeat the French 
leading troops - just small 
fish (8) 

13 Notes on festival head's 
decadence (10) 

15 Pablie house allowed to fol- 


low up plan of tract (8) 

}J One with a job to do (8) 

17 Whole case for the queen to 
practise mutuality (8) 

19 Pat, a craftsman (6) 

20 New recruits to take in? On 
the contrary (6) 

21 Deals out about a ton of 
letters (6.) 

Solution 9,483 


cbto OtoBB m w*. tew an 1382 haod ol ppi 


DOWN 

1 Bit more left around the 

square (6) 

2 Make a note of the world 
beating time (6) 

3 Said on fashionable thor- 
oughfare (6) 
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1992-93 1993-94 1994-95 1995-96 1996-97 

LOCATE IN SCOTLAND 


04 13Z5 
U 97.! 164 

grid 

« 505 227 


07 wzb tai 

u mi ui 

flU? ^ 

Ul 1024 l 


- frj 7 al 


- 200.4 27X1 


II 

81 

a 41 

k Ss SiwiS ■ J 

| Ilf 

tl ill a 

H a| •fwErrff G 

I l-feswa 

gf ils ..fiEft 
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E2sd EZl' 

BANKS, RETAIL 


60S 127 
41 7 205 


1.3 25.1 
05 47? 


15.1 - - 

- B2 3 39.1 

- 703 5 2/i 
IS 984 03 

7.1 ms -19 
07 596 394 

124 413 749 


97 25 
lA 21.7 
IB 
26 147 

Witt EU 

4.7 104 


2.1 2113 150 

linni au 


122 

-2015 54 6 
U2 543 9.B 

42 1896 -13 

510 - - 

- 514 522 

11.7 1376 26 2 

43 2882 96 

- Mo! ai 

T35 1215 243 


vlb 4411 - 7 - 1 

T3L» 

ttfl - - 

183 24*“ «? 

83 95 1357 283 


TU - - 

- 465 16.1 
122 73.4 455 


m 124 J 195 

174 ■£ “ 
64 113J 17.1 

74-1 
- 175 375 


aj. ns . - 
Hi SSI 


M3 

-310 m 


as ^ « 


U 63.3 

74 

- 

- 

9L4 - 

— 

- 1475 7&6 

165 - 


- 1540 
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aj - 

- 

B5 - 

— 

8321173 22.1 

24 4914 
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U 

W4J 
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12 

U»2 
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U 

25 

3704 

157.4 

oj 

U 

2375 

3Lt 

WH 

J1 

u 

5603 

tfli 

6J 
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142 

i5 

8644 
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u 

VBA 
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U 

mi 
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U 
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21 
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LONDON STOCK EXCHANGE 


Gilts surge helps Footsie drive through 5,000 


MARKET REPORT 


By Steve Thompson, 

UK Stock Market Editor 

London's equity market shrugged 
off the initial debilitating effects 
of resurgent interest rate worries 
and returned to the bull tack yes- 
terday. 

The FTSE 100 hides: posted its 
fourth straight gain, moving to 
within 40 points of its all-time 
closing high and 50 points off its 
intraday record, mostly on the 
back of strength in the Footsie 
future, but also as Wall Street 
extended its recent strong run. 

The US market raced higher 
from the outset yesterday, with 


the Dow Jones Industrial Aver- 
age building on initial gains of 50 
points. Subsequently, after Lon- 
don closed, the Dow recrossed 
the 8,000-mark to post a 130-point 
gain at one stage, with sentiment 
driven by a subdued Philadelphia 
Federal Reserve survey. 

A single big buyer of the 
future, late on Thursday, was 
said to have influenced other 
buyers, helping fuel yesterday’s 
good performance. And the deriv- 
atives markets will be very much 
in the firing line today with expi- 
ries of the future and index 
options, or “double-witching", 
generally expected to create 
extremely busy trading in mid- 
morning. 


Footsie finished a session of 
increasing activity up 33.1 points 
at 5,046,2, while the FTSE 250 
penetrated the 4,700 mark to 
dose 15.0 ahead at 4.701.8. The 
Small Cap rose 5.6 to 2,391-2. 

The day’s economic news 
caused the market no problems. 
M4 money supply rose 0.7 per 
cent in August, well within the 
range of market forecasts, while 
the Confederation of British 
Industry’s survey for September 
highlighted the restraining effect 
on UK exports of the strength of 
sterling over recent months 

One unwelcome feature of the 
day was sterling’s appreciation 
against the dollar and the 
D-mark after news that the Bund- 


esbank had left German interest 
rates on hold. The Bank of 
England's sterling exchange rate 
index finished at 100.6, up LI per 
cent on the day. 

Traders said there was talk in 
the stock market that some of the 
big broking houses were prepar- 
ing to hft their end-year FTSE 
100 forecasts beyond the 5,200 
level, compared with current lev- 
els of around 5,000. 

Strategists are increasingly 
bullish about the interest rate 
outlook for the UK next year, 
with rates seen as having the 
potential to faR 

The market’s euphoria at the 
dose was in sharp contrast to 
sentiment at the start of the day. 


when the FTSE 100 dipped batik 
below 5.000 as the previous day's 
economic news raised the spectre 
of another rise in UK interest 
rates before file end of the year. 

Those worries encompassed 
retail sales up 0.4 per cent during 
August, the steep decline in 
unemployment to a 17-year low 
and a bigger -than-expected 
increase in average earnings. 

Gilts, too, began the day qui- 
etly but quickly gathered 
momentum, eventually finishing 
with gains of about a full point 
and more at the longer end. 

Turnover reached 821.2m 
shares at 6pm, with non-FTSE 
100 stocks accounting for 53 per 
cent of the total 


V ■■ 'SfP " 
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hMficps and vsHM 

FTSE 100 5046-2 +33-1 

FTSE 250 4701.8 +15.0 

FTSE 350 2426.6 +144 

FTSE Afl- Share 2370.17 +13.50 

FTSE AlhShare yield 3.31 *** 

Best performing swctws 

1 Extractive Inds — r 

2 FtetaftoRE Food +2 -° 



3 Banks: Ratal — 

4 Ratafias General 

5 Tobacco 


....+1.5 

+1.3 

„.+-15 


ft 10 2247-5 +133 

PISE Non-fins p/e 

ftse iQOFut sop sosao +34.0 

10 yrGItt yield . j*'® 

Long gflt/equ'rty yW raBC 2.03 2fi4 

Worst performing sector* 

"BSTMalte -1-6 

2 Leisure & Hotels - -03 

3 Qectrtaity 

4 Tetecommunfcaions -05 

5 Utilities -03 


Massive 
deal lifts 
Shell 


By Martm Brice 
and Joel Kibazo 

A single trade straddling the 
equity and derivatives mar- 
ket helped propel turnover 
in Shell to 68m. one of its 
busiest days ever. 

SBC Warburg was 
involved in one of the big- 
gest ever single trades seen 
on the London derivatives 
market. The deal centred on 
the purchase of 41m shares 
at 455Ap each. These were 
crossed with 41.000 of the 
October 650p puts bought for 
I99p. in a low-risk dividend 
play. The stock goes ex the 
5.1p dividend on Monday, 
September 22. although 
there is a school of thought 
that says there may be a spe- 
cial dividend to come from 
Shell. 

In the cash market. Shell 
firmed to 451p. 

GEC advanced 4 to 3S7p in 
brisk trade of 7.4m after 
Alcatel Alsthom, the French 
company with which GEC 
has a half stake in GEC- 
Alsthom, said the long- 
touted flotation of the joint 
venture was still a possibil- 
ity, although no decision had 
yet been made. Alcatel also 
revealed a set of results that 
showed it was back in the 
blade, in line with forecasts, 
while profits from GEC- 
Alsthom were steady. 

Sentiment was also said to 
be helped by a news agency 


report that suggested techni- 
cal analysis pointed towards 
the stock, which stood at 
333p in June, reaching 450p 
in the medium-term. 

Rail track rose 35 to 844'.4p 
in volume of 3.3m after a 
bullish note from Panmure 
Gordon caused a scramble 
for the stock. 

Nigel Davies, at the bro- 
ker. told clients that, 
although the company was 
set to grow its earnings at a 
significant premium to the 
market, the stock stood at a 
31 per cent discount. This 
discount was caused by reg- 
ulatory risk, he said. 

However, the recent Price 
Waterhouse review on the 
future of the London under- 
ground has concluded that 
privatisation is unavoidable, 
which, said Mr Davies, “sug- 
gests further hostility 
towards Railtrack may 
become politically incor- 
rect”. He believes the stock 
could reach 950p. and that 
Railtrack is one of the best 
growth stocks in the market. 

Among banking issues, 
there was no stopping Stan- 
dard Chartered, as Credit 
Lyonnais became the latest 
broker to join its fan club. 

The securities house yes- 
terday upgraded its recom- 
mendation on the stock from 
“hold” to “buy” saying the 
move was based partly on 
the company’s trading and 
partly on the positive 
long-term fundamental out- 
look. 

Dealers said the broker 
remains positive on the two 
to three-year outlook for the 
b ank ’s earnings, although 
investors can expect consid- 
erable volatility in the 
stock's price over the next 


three to six months. 

The shares gained another 
41 to 858V&p, the best per- 
former in the FTSE 100, with 
volume reaching &2m. 

In the rest of the sector. 
National Westminster were 
wanted and the shares 
improved 8% to 886p, white 
Lloyds TSB were also in 
demand, gaining 22 to 785p 
in a session that brought 
volume of 8.1m. Some 10m 
was dealt in Woolwich as it 
appreciated 10 to 327Vip. 

In merchant banks, the 
sellers had the upper hand 
in Schraders, causing the 
shares to drop 13 to £17.90. 
However, Charterhouse Tfl- 
ney remains a fan of the 
stock. 

Airtonrs. the package 
tours holiday group, was 
under persistent pressure, 
its shares settling a net 63 
lower at £10.54. the worst 
performance in the FTSE 
250. Dealers said the shares 


had been hit hard by worries 
about the forthcoming 
results of the MMC inquiry 
into package holidays, plus 
fears that Alrtours’ domi- 
nance of Scandinavian holi- 
days might be challenged by 
the Thomson group. 

Dealos also noted market 
concerns that Thomson 
might be about to flex its 
muscles and turn up tbe 
pressure on Alrtours in the 
traditional package tours 
business, possibly by insti- 
gating a price-cutting war. 

RHC was the worst Foot- 
sie Caller as it declined 55% 
to 998Y»p after a set of 
results that prompted ana- 
lysts' downgrades, sparked 
by fears about the effect of 
the strong pound on full- 
year profits. 

Mike Betts at Goldman 
Ra f he knocked his full-year 
forecast down from £310m to 
£305m. 

The poor sentiment also 
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THE PROPERTY MARKET 


SAVELIS 


LEISURE COMPANY 
FOR SALE 

• Projected Tbmover 

Y/E Jan 1998 £3.77m 

• Projected Operating Profit 

Y/E Jan 1998 £L44m 

• Country Chib comprising: 

2 Night Chibs - Health & fitness Club 

This advertisement is issued in accordance 
with article 5 of SI 1995/1536 

SavOls, Chelmsford: 01245 269311 
Contact: Ian Simpson 

e-mail: ian-simpson/g^aviUs-couk 


FOR SALE 
THREE STAR HOTEL 

In the center of Brussels Belgium 
New 49 room hotel under construction in the center of 
Brussels, Belgium. Construction to be completed in March 
1998. Good location, beautifully constructed, ideal 
investment. Possibility for partnership with a reputable and 
established hotel management company. 

Selling price US $42 million 
Far more inf or ma tion. please contort Ms. Taylcr 
via fire at 322-538-6557 or telephone 3275-959-988 


FOR SALE 

IBIZA 

Residential Golf 
Course Property 

7912m land within the 27 hale gofl 
course Roca Ulsa. Fantastic views 
to the sea, subdivlsable into more 
than 10 stands. Fully serviced and 
ready to be developed. Price per 
m 2 : £50. Can be dealt through 
Switzerland. An excellent 
investment opportunity! 
Fte 3 *denza AG, CH-6001 Zurich. 
TeiftHI 1 2213395 
Fax: 2210384 


5 US SHOPPING CENTERS 


USD 4.8 - ae M Ea; 
CA&AZLoc. 
Principals Only. 
E-Mai Bkr far appt in Hong 
Kong, DeW or London 
tcsapc@pacbell.net 


FLORIDA-Mixaa -FL Lsndodale 
PttaBaacharca. Year Councctiaa 
for Baying cr 3cUiag Ctraraernal- 
fad wt riai Property. Development 
OppartBakica abo available. 

STUART TO4NOFP & ASSOC 

none 811954 SSI 3ZZ2 
F«e 81 1 SSf 321 8002 
E-mate edncUQtat c rne fa i i c L Eont 


To advertise your 

COMMERCIAL OR 
RESIDENTIAL PROPERTY 


Please contact; 

Tina McGorman 
Tel: +44 171 873 3252 
Fax: +44 171 873 3098 


NACIONAL FINANCBERA, SJI.C, 

Trust Divison 

as trustee of the Nafin Finance Trust 

la ms mndrr the knn cfUcoeoi 

US$200^NMUM0 Guaranteed Fleatfem Rate Notes doe 1997 

VaconJiruBaDr ami Irm xo btf Qaanaew i by 

NACIONAL WNANCBERA, S.N.C. 

Notice is hereby given (hat the Rcrio a f Irrtered has bean fixed at 8.251 
and ihat ihe interest payt&e on the relevant Interest P ayment date 
December 1 5, 1 997 qgcteW Coupon No. 20 in respect of US$10,000 
originally issued bee emeunt of the notes wit be USS0-06. 


September 19, 1997 

By: Gtfcoik, MA, (Gaporob Agency & Trust. Afleri 


CFTIBAMO 


SGA SOCIETE GENERATE ACCEPTANCE N-V. 

FRF 388 006 000 REVERSE FLOATING RATE NOTES 

DDE DECEMBER 1999 
1SDS CODE : XSW40631805 
For (he period September 17. 1997 to December 17, 1997 
the new rate has been fixed at 16.17188 % PA. 

Next payment date : December 17. 1997 
Coupon or : 19 
Amount : 

FRF 4 0X7.89 for the de n o mina tion of FRF 100 000 
FRF 40 878.92 for tbe denominaik» of FRF 1 000 000 

TH* FCUNOPAt. FATING AGWCT 

SOC3ETE GENEBALK BANK Jfc TRUST &A.-UJX&MBOtnK» 


Notice of Redempdoo to die Holders of 

HEMISPHERES FUNDING CORPORATION 
Guan&teed Asset: Becked Floating Rate Notes, Scries 1995- A 
•CUSIP NO- VH23+9AB 1 floapo™^ R** S GW»I No»«) 

•CUSIP NO. 42366 1 AD9 fRnfe 144A Gtotnl Nora) 

KOnCE IS HEREBY GIVEN re At WMeaol Ae Jnre ejft k atai Seta th» tht wteeg Nrtn 
■lit Vir irrf<iTnri1 inriJI m+irtirn Pr-rf-Trtm P — 14, W?. 
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CteedrSepoaberH. 1997 


Bankers Trnst Company 


Pcfysindo International 
FnaocefiV, 

U5. $25 WO, 000 

n mgnlr«d W» nl{m| ll^ 

Nocec dae 1997 

For dir huetre Period ISA Sepre dXfc 
|W7 fa I8di [ teab N97, ifar Notes 
•ill anj m lnsen Rate <43.46675 [*i 
cos. pemuBVwnbroisterarA/BoisX 
rfUSLR14(77raUS:jiaca)doMW- 
abaa. pn*bk gd iSdi OMnlm 1977. 
ludafc l^re hdMrip 


I BtakcnTrns 


| Ccaapwv. Lanrioo 

A«rel Bank 


#feBeneficiar 

Betwlki al Bank PLC 
5150,000,000 
Guaranteed Floating Rate 
Notes due 1998 
The notes iriB bear busiest 
at 732422% per annum from 
17 September J9S7 to 17 
December 1997. 

Interest payable on 17 
December 1997 wM tanantto 
S182.6Dper5JO.DOO note and 
&1.86Z04 per &10H000 note. 


jrust Company 

JPMorgan 


spread to Blue Circle, which 
fen 9Vi to 383Vap. and to Han- 
son, down 6Vi to 299p. 

On the buy-back front. 
Caradon eased' to 191 'Ap as 
the company, bought hi lm 
of its own shares at I9i%p a 
share, via Cazenove, its own 
broker. 

Burton Group benefited 
from positive comments 
from Nick Bubb at SocGea’s 
morning meeting and 
advanced 4% to I24p in brisk 
trade of 12m, which made it 
the most h eavil y traded 
stock in the FTSE 250 and 
one of the four busiest in the 
entire market. 

Mr Bubb said, with Burton 
on a prospective p/e of 12 
and Next on 20, “the 
risk-reward ratio on Burton 
is much more attractive 
than on Next”. 

Next shares nevertheless 
found support following 
results on Wednesday, and 
gained a further 14 to 749%p, 
although volume was tiny. 

SocGen moved from “weak 
hold” to “hold" on Tesco, 
which gained 8Vi to 458p. 

Bass advanced 8 to 852p 
after a trading statement 
that was taken to be mildly 
positive for the company, 
although volumes in the 
stock were small Goldman 
Sachs told clients it had 
“shaded up” its estimates for 
the pubs division . and 
“shaded down” its gsttmatps 
for Holiday Tnn« Estimates 
of earn bi g s per share remain 
55. 7p for this year and 63-lp 
for next, and tbe stock 
remains on the broker's 
Global Priority list 

Psion closed up <W to 425p 
after Goldman Sachs told cli- 
ents its estimates were “sig- 
nificantly above consensus 
with potential for further 
increases". 

Lavendon Group, the pow- 
ered a ccess machinery sup- 
plier that floated at I40p in 
October last year, saw some 
buying after a round of visits 
to institutions that included 
a trip to Edinburgh, and 
gained 2‘A to 277Vip. 


Protean, tbe water purifi- 
cation specialist, saw its 
shares rocket 45 to 180p, hav- 
ing touched a 12-month high 
of I85p, on news that it had 
received an approach which 
could lead to a takeover bid. 

European Telecom, the 
FTSE Fledgling stock, saw 
its busiest day's trading 
ever, with 5.1m of tbe shares 

changing hands, mafring it 

one of the most heavily 
traded shares in the market. 
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share, reducing his stake in 
the company to 1 6m shares, 
or 54 per cent The shares 
were placed by house broker 
Collins Stewart. The stock 
rose 24 to 2S9p. 
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WORLD STOCK MARKETS 


FINANCIAL TIMES 


Friday September 19 1997 


Relief as Bundesbank leaves rates alone 


WORLD OVERVIEW 


Stock markets breathed a 
sigh of relief yesterday as 
the Bundesbank left the 
Lombard and discount rates 
unchanged, despite fears 
that the recent rise in Ger- 
man inflation might have 
persuaded the central bank 
to tighten policy, writes 
Philip Coggan. 

The option to raise the 
repo rate, set every Tuesday, 
is still available to the Bund- 
esbank; something that will 
keep the markets on its toes 
over the next few weeks. 
However, the recent rebound 
in the D-Mark may have per- 
suaded the bank to hold fire 
for the moment. 


German earnings yield ratio 

10-year band yield relative to stock market earnings yield 



Sown. MastowmlCV 

In a recent note. ING Bar- 
ings argues that German 
monetary policy does not 
need to be tightened because 
of three factors: spare capac- 
ity of 4 per cent and unem- 
ployment of 4.3m means that 


there is no chance of 
demand-led inflation for a 
considerable period; the 
Bundesbank's monetary 
stance is actually tightening 
already, the August inflation 
uptick to 2 per cent reflects 


the impact of public sector 
charges as well as higher 
import prices and should 
represent the peak in the 
rate. 

German bond yields have 
shown little sign of alarm 
about inflation, with the 
benchmark 10-year issue 
drifting down from 6 per 
cent at the start of April to 
under 5.6 per cent That has 
continued to give support to 
the stock market, with the 
earnings yteld ratio, as 
shown in the graph, 
nowhere near as exposed as 
it was at the end of 1993. 

The markets were able to 
take more interest rate relief 
yesterday from a weaker 
than expected Philadelphia 


Fed index, which eased fears 
that the US economy was 
experiencing . runaway 
growth. The Dow Jones 
Industrial Average quickly 

jumped 50 points, c onfirming 
the firmer trend on Euro- 
pean bourses. 

The recent volatility on 
world markets may have dis- 
turbed the holidays of many 
equity dealers. August was a 
remarkably busy month for 
European stock mar ket trad- 
ing, according to the latest 
figures from NatWest Securi- 
ties. 

While trading volume on 
continental bourses fell 21 
per cent from July, it was a 
remarkable 127 per cent 
higher, in D-Mark terms, 


than in August 1996. Sweeten 
and Italy actually achieved 
increases in domestic vol- 
umes over July, while the 
steepest falls in volume 
Occurred in Spain. In Fiance 
and Germany, domestic trad- 
ing volume fell 30 per cent 
between July and August as 
both stock markets suffered 
sharp declines. 

But, according to James 
Cornish, European strategist 
at NatWest Securities, the 
international trading figures 
indicate that domestic sell- 
ing pressure was greatest in 
France, whereas in Germany 
the lead was taken by inter- 
national investors. 
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Dow pushes 
forward to 
pierce 8,000 


Nestle sends Zurich higher 


AMERICAS 


Bullish sentiment swept 
through Wall Street as take- 
over rumours and corporate 
restructurings pushed the 
Dow Jones Industrial Aver- 
age above the 8,000-point 
level, writes John Labate m 
New York. 

Investors put blue-chip 
issues back in the spotlight 
as the Dow gained 129.02 or 
1.6 per cent at 8,015.46 by 
lpm. The Standard & Poor's 
500 rose 14.05 at 957.05 while 
the Nasdaq composite index 
increased 12.35 to 1,678-82. 
The Russell 2000 index of 
small company shares was 
more sluggish, gaining 1.59 
at 447.74. 

Among the sharpest risers 
in the Dow was Travelers 
Group, which surged $2ft at 
$72& on speculation tbat the 
financial services group 
would make a bid for Bank- 
ers Trust. Bankers surged 
S10£ or 8.6 per cent at $128'/L 
Other standouts included 
Exxon, which gained $2& at 
$67$ on reports that the oil 
company had settled a dis- 
pute with federal regulators, 
and International Paper, 
which rose $2£ at $58%. 

Shares in Whirlpool 
surged $7jf or 13 per cent at 
$64% as the consumer prod- 
ucts company announced 
plans to sell financial assets 
and shed jobs. Paper indus- 
try stocks also rallied as ana- 
lysts upgraded the shares of 
Georgia Pacific after the 
company announced that it 
would spin-off its timber 
business into a separate list- 
ing. Shares rose $2% at 
$101% while Weyerhaeuser 


increased $2 at $61 A- In 
recent weeks Campbell 
Soup. Sara Lee and other 
manufacturers have 
announced similar restruct- 
urings. 

Firmer Treasury bond 
prices gave a boost to bank- 
ing stocks as shares in First 
Union gained $1% at $48% 
and State Street rose $1A at 
$54*. 

The benchmark 30-year 
Treasury bond had gained * 
at midday to 100 sending 
the yield lower at 6.363 per 
cenL An unexpectedly large 
widening of the US trade def- 
icit in July to $10.3bn led 
bonds higher. 

TORONTO climbed more 
than 1 per cent at midday to 
hit a record high, helped by 
strong performances in the 
golds, metals and paper and 
forest products sectors, 
which gained more than 2 
per cent each. 

The TSE-3Q0 composite 
index rose 79.38 points to 
6,977.47. beating the previous 
high of 6.964 set on August 7. 
Turnover was huge at 63.4m 
shares, worth- more than 
C$lbn. Advances outpaced 
declines 482 to 295. while 295 
issues traded unchanged. 

All of Toronto's 14 sub- 
indexes rose. The long- 
suffering gold group broke 
into positive territory and 
climbed steadily in morning 
trade, gaining 208 or 2.7 per 
cent to 7.894. Metals gained 
23 per cent, while paper and 
forest products climbed 2.1 
per cent 

Banks, industrials and real 
estate all rose more than 1 
per cent in the feel-good 
trade. 


Sharply better than expected 
first-half results from Nestle 
carried ZURICH higher lor a 
fifth straight session and 
extended the market's rise 
this week to 6.6 per cent. 
The SMI Index broke 
through strong resistance at 
5,600 points to close 78.6 
higher at 5,629-0 as a finning 
bond market and buying 
ahead of today's Soffex 
expiry helped the market 
Nestle jumped 4.8 per emit 
after the food and beverages 
group reported a 40 per cent 
rise in first-half net profits. 
Analysts had forecast 
growth of 15-22 per cent 
The company added that it 
expected group sales to rise 
by about 15 per cent over the 
year as a whole and that the 
rise in net profit for the year 
would at least match the 
sales growth rate. The 
shares rose SFr90 to 
SFrl.950. 

Nestfd 

Share prtce and Index (rebased} 
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Mexico City 1.7% ahead 


MEXICO CITY continued to 
rally at midsession and the 
EPC index was 83.14 or 1.7 
per cent higher at 5,092.75. 
adding to the 3.7 per cent 
advance recorded on 
Wednesday. 

Analysts noted that both 
the US and the Mexican mar- 
kets had benefited this week 
from market-friendly eco- 
nomic data that pushed US 
bond yields sharply down- 
wards. 

CARACAS opened higher 
on the heels of a plunge in 
key domestic interest rates 
and by midsession, the IBC 
index was 127.03 ahead at 
10,655.61. 

Yields on central bank 


TEM bills, the local interest 
rate bellwether, crashed to a 
six-month low, falling 1.56 
percentage points to 15.99 
per cent 

• The outlook for emerg- 
ing markets in Latin Amer- 
ica was the best that it had 
been for many years. Mark 
Mobius. president of Temple- 
ton, one of the biggest play- 
ers in emerging markets 
funds, said yesterday. 

The comment came in a 
statement accompanying 
interim results for Temple- 
ton Latin America Invest- 
ment Trust. Mr Mobius 
added that the fund bad 
raised its Brazilian exposure 
in the six months to June 30. 


Swiss Re rocketed SFrfiO 
higher to SFr2,175 as expec- 
tations grew for its first-half 
figures, which are due next 
Monday. 

Zurich Group overcame 
early losses to finish SFY5 
higher at SFr604 after the 
insurer reiterated its fore- 
cast of very good 1997 
results. 

FRANKFURT held on to 
early gains in late electronic 
trading and the Ibis- 
indicated Dax index closed 
up 33.60 at 4.004.04 after a 
day on which the market 
had closely tracked the dol- 
lar and Wall Street. 

Deutsche Telekom dropped 
DM1.23 to DM33.10 as its 
first-half pre-tax profits of 
DM3.6bn. up DM2.7bn from 
the same 1996 period, came 
In below consensus. Com- 
merzbank maintained a hold 
recommendation on the 
stock, saying that the results 
were burdened by special 
factors that should not have 
an impact on future results. 
And Dresdner Kleinwort 
Benson maintained its buy 
recommendation. 

Allianz climbed DM14 to 


DM421 after the insurer said 
it expected double-digit net 
profit growth for the whole 
year. Karstadt, the retailer, 
added DM17 to DM655 after 
it announced that ft was 
merging its tourism activi- 
ties with those of Lufthansa 
The airline edged down Gpfg 
to DM35J34. 

PARIS pushed higher, bol- 
stered by the early gains on 
Wall Street and a good day 
for the French integrated oU 
majors. In lightish volume, 
the CAC 40 index added 3437 
at 2,97837. 

Elf- Aquitaine jumped 
FFr27.00 or 3^ per cent to 
FFr802 and Total gained 
FFr12.00 to FFr662. Danone 
added FFr3LOO to FFr874 on 
the strong results from rival 
foods giant NestlA . 

Usinor bounced ahead of 
next week's results state- 
ment, rising FFr5.40 or 5.1 
per cent to FFril0.4 and 
Canal Plus closed FFr45.00 
higher at FFrl.122 ahead of 
its interim results. 

Interim figures left Alcatel 
Alsthom up FFr18.00 at 
FFr839 but the statement 
from AGF was seen to disap- 
point. leaving the shares off 
FFr1.60 at FFr240.40. 

Rh6n e-Poulenc had a vola- 
tile session, ending 70 cen- 
times ahead at FFr2412 after 
announcing plans to spin off 
its chemicals, fibres and 
poly mers a ctivities. 

AMSTERDAM traded nar- 
rowly with a number of 
heavyweight declines, nota- 
bly Royal Dutch, holding 
progress in check. The AEX 
index ended 4.66 higher at 
902.77. 

Royal Dutch lost 40 cents 
to FI 108.30 and Heineken 
came off FI 3.50 to FI 34450. 
KLM continued to slide on 
worries of revenue losses 
from flight changes at 
Amsterdam’s Schiphol air- 
port It fell FI L20 to FI 69.50 
for a two-day decline of 
almost 4 per cent 

On the upside, paper 
leader KNP stretched its 
rally to more than 20 per 
cent in four straight ses- 
sions. The shares added a 


Manila falls on bad loan scare 


ASiA PACIFIC 


Another severe shake-out for 
the banks sent MANILA 
steeply lower. The composite 
index came off 64.11 to 
2.009.85 for a two-dav decline 
of close to 5 per cent. 

The peso slipped to a new 
low in the foreign ex ch an g es 
and local money market 
rates hardened. But the 
main drag on sentiment was 
bad loan scares following 
this week's debt default by 
the EYCO group. 

The b anking and financial 
sub-index tumbled more 
than 6 per cent Philippine 
National Bank fell 17.50 
pesos to 87.50 pesos and 
Metro Dank 25 pesos to 350 
pesos. 

TOKYO rebounded in a 
late rally on bargain-hunting 
following the previous 
day's plunge, writes Gwen 
Robinson. 

But persistent concerns 
about the economy and yes- 
terday’s failure of Yaohan. a 
medium-sized supermarket 
operator, are likely to weigh 
on the market in coming ses- 
sions. The Nikkei 225 aver- 
age rose 246.82 to 17,330.09 
after moving between 
17,660.87 and 17,981.50. 

Stock prices moved errati- 


cally throughout most of the 
day, weighed down by news 
of the spreading financial 
scandal over brokers’ illegal 
pay-offs to corporate racke- 
teers and the afternoon sus- 
pension of Yaohan Japan 
from trading. But the rise of 
Nikkel-225 futures prices 
encouraged arbitrageurs to 
buy cash stocks. Pension 
funds were particularly 
active on the buy side. 

Volume rose to 480m 
shares from 456m. Advances 
narrowly led declines KM to 

562 with 126 unchanged. The 
Topix index of all first- 
section stocks gained 11.12 to 
1,385.09 and the capital- 
weighted Nikkei 300 was up 
2.76 to 271.64. In London, the 
ISE /Nikkei-50 index rose 6.32 
to 1571.97. 

Property-related stocks 
benefited from speculation 
that Hiroshi Mitsuzuka, 
finance minister, would dis- 
close measures to revitalise 
Japan's property market at 
the G-7 meeting in Hong 
Kong at the weekend. Mitsui 
Fudosan rose Y70 to Yl,450 
and Mitsubishi Estate Y50 to 
Yl. 660 - 

In a reflection of investors' 
growing sensitivity about 
corporate earnings outlooks, 
Mitsubishi Heavy Industries 


plunged nearly 10 per cent to 
Y655. down Y71. following 
the company's announce- 
ment on Wednesday that 
parent pre-tax profit for the 
business year to March was 
likely to fall 17 per cent. 

Brokers were mixed on 
fresh developments in the 
widening racketeer pay-off 
scandal. Yamalchi fell Y25 or 
10 per cent to Y215 after 
investigators arrested Eve of 
its current and former exec- 
utives in connection with 
the scandal. Dalwa Securi- 
ties, however, rose Y23 to 
Y710 in spite of reports that 
investigators had raided its 
offices. Nomura gained YlO 
to Yl .450. 

In Osaka, the OSE average 
rose 98.10 to 18,78757. 

KUALA LUMPUR fell prey 
to a Anther bout of currency 
worries, which drove blue 
chips down 3 per cent and 
left the composite index 
below the 800-point leveL 

Analysts said the uncer- 
tainty' in Thailand was a g ain 
behind the weakening of the 
Malaysian dollar. That in 
turn had spilled over to the 
equity market, where the 
composite index lost 2444 to 
786,68. 

Dealers reported some 
forced selling as the market 


dipped below 800 points. 
They added, however, that 
the market would find sup- 
port at the 770-point level 
and there was a strong possi- 
bility of a technical rebound 
today. 

Blue chips remained the 
focus of sellers. Sime Darby 
logged the market's biggest 
volume of 10.7m shares as it 
foil 55 cents to M$6.10. 

HONG KONG was virtu- 
ally flat, pulled up from 
early lows by futures-led 
baying of selected blue 
chips. The Hang Seng index 
finished 8.26 higher at 
14419.45. China-linked issues 
were sharply lower on profit- 
taking that emerged at the 
conclusion of the 15th Com- 
munist party congress In 
Beijing. The red-chip index 
fell 2.2 per cent while 
H-shares lost 2.6 per cent. 

SYDNEY continued to 
advance on the back of 
demand for tank shares. The 
All Ordinaries index closed 
within a whisker of the ses- 
sion high, up 17.0 at 2,686.3. 

The banks index gained 
more than 1 per cent. NAB 
rose 60 cents to A$20-95 for a 
two-day gain of 4J5 per cent 
Commonwealth put on 41 
cents to A$16.62 and ANZ 15 
cents to A$10.80. 


further FI 1.40 to FI 52.50. 
Nedlloyd jumped FI 3.20 or. 
5.3 per cent to FI 63.90 after 
the Interim results from 
P&O of the UK were seen to 
contain no nasty surprises. 1 

Oce surged FI 11.50 to 
FI 254.50 after the copier 
group annminflgri an exten- 
sion of its contract with 
IKON of the US. 

STOCKHOLM was pulled 
higher by a solid session for 
paper stocks, which rose 
steadily on a combination of 
favourable price news and 
hopes for corporate activity. 

Assidoman rose SKr7.00 to 
SKr2S0 and M0D0 SKA400 
to SKr274 SCA gained 
SKr2.50 to SKrl93- Store, 
which was down more than 
4 per cent at one stage on 
news of participation in a 
$l.5bn Brazilian joint ven- 


ture, ended SKr3.00 higher at 
SKrl34. The general index 
improved 33.73 to 3.138J59. 

MILAN was higher, helped 
by gains in bond futures and 
taking a lead from Wall 
Street. The Comit index 
eased 0.16 to 940.65 while the 
real-time Mibtel index closed 
194 higher at 15,075. 

Credito Italiano was 
marked sharply higher after 
the bank reported better 
than expected first-half prof- 
its. The shares jumped L143 
to a high for the year of 
L3£24 Analysts noted that 
Credito was the only one 
among the major Italian 
banks to post a rise in oper- 
ating income during the first 
half erf the year. 

Fiat’s Snia holding com- 
pany surged L101 to LL.902 
in heavy volume amid mar- 
ket speculation of an incor- 
poration into Fiat and a sub- 
sequent sell off. 

Written and edited by Meted 
Morgan and Jeffrey Brown 

SOUTH AFRICA 

Johannesburg made little 
progress during a nervous 
session ahead of what was 
widely expected- to be a 
roller-coaster futures dose- 
out today. Industrials 
chalked up a 17.8 gain to 
8303A and golds eased 5.0 
to 916.0, leaving the overall 
tw^ pt unchanged on the day 
at 7,191.8. 
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Argentina to 
remain steady 


Buenos Aire6' stock market 
has SO for shrugged off a 
possible government deteal 
in next month's mid-term 
elections. With economic 
growth of 7 per cent in the 
first half of the year, and 
the opposition backing the 
main planks of government 
economic policy, investors 
seem to harbour few imme- 
diate local worries. 

Most of the negatives 
w eighing on the market lie 
farther afield. With its reli- 
ance on foreign capital 
inflows, Argentina has a 
nervous eye on US interest 
rates. Any significant tight- 
ening of international 
liquidity could have an 
immediate negative impact. 

Last week the market 
traded nervously in thin 
volumes as traders watched 
Wall Street's rollercoaster 
ride from the sidelines. 

Neighbouring Brazil can 
also send shivers down 
Argentine spines. Argen- 
tina has bitter memories of 
the “Tequila effect", the 
wave of regional financial 
instability tbat followed 
Mexico's surprise December 
1994 devaluation. 

Now traders have their 
fingers crossed that Brazil, 
the destination for 30 per 
cent of Argentina’s exports, 
will not be forced into a 
sudden devaluation. Turbu- 
lence in south-east Asian 
markets have added to 
Argentine anxiety over its 
giant neighbour. 

Another possible nega- 
tive is the SI .3 bn or so of 
new- equity offerings 
planned, for the year's final 
q ua rter. This represents 
more than 2 per cent of the 
$55bn market capitalisation 
erf tiie Buenos Aires bourse. 

“This is a lot to digest 
and is going to depress 
prices.” said Roberto Gue- 
vara of Caspian Securities. 
Argentina's voracious pri- 
vate pension funds, plus 
mutual funds and 
open-ended Latin American 
funds, would at best be 
demanding an additional 
$350m-$400m in equities in 
the fourth quarter, he 
estimated. 


Argentina 

MfflvaJ Index 
900 



New offerings include a 
planned EPO by Banco Rio 
de la Plata, which is 35 per 
cent owned by Spain’s 
Banco Santander. On the 

positive side, the issues will 
expand Argentina's narrow 
range of blue chips, where 
the dominant group is 
energy company YPF, with 
a market capitalisation of 
more than SlObn. 

The fundamentals of the 
market remained strong, 
Mr Guevara said. “We are 
forecasting earnings 
growth of 16 per cent next 
year and 18 per cent in 
1999.” 

So far this year the Mer- 
val has risen more Lhan 25 
per cent, no match for the 
gains in Mexico or Brazil. 
“I don't see a significant 
rally until after the elec- 
tions, when a rise to S50 or 
860 points is possible,’' said 
Daniel Tassan of Deutsche 
Morgan Grenfell. His target 
for the next 12 months is 
1,000 points. 

As ever in Latin Amer- 
ica. politics is something of 
a wild card. The stock mar- 
ket already appears to be 
discounting a less-than- 
stellar performance by the 
ruling Peronist party fol- 
lowing strong gains by the 
Alliance, which groups the 
main opposition parties. 

However, steady growth 
over the longer term is the 
market consensus - just as 
long as the rest of the 
world behaves. 


Ken Warn 


Kansai Electric Power Company Is 

Lighting Up 
Global Capital Markets 

The Kansai Electric Power Company Tnr» 
is the front-runner among 

Japanese utilities in fond-raisiiig in the global capital markets 
as well as the provider of high-quality electric power to 
the Kansai region of Japan. 


INNOVATION 

Multiple-Currency 

Borrow i ng 

Kansai Electric Power has issued bonds 
in eight currencies to date and is the first 
Japanese utility to have issued bonds in 
French francs and Dutch guilders. 
Kansai Electric Power always watches for 
potential opportunities across all 
currencies to launch successful issues 
at a competitive cost. 


QUICK DECISIONS, 
QUICK ACTION 

Kans a i Electric Power is the first and 
only Japanese utility to set up 
a Euro MTN program. 

K a n sai Electric Power always makes 
decisions fast and acts quickly to achieve 
the best timing in la unchin g an issue. 




MARKET-ORIENTED 

APPROACH 

Kan s ai Electric Power pursues the most 
efficient debt structure for long-term, 
low-cost funding. 

To realize transactions that benefit both 
issuer and investors, Kansai Electric 
Power constantly monitors the market 
seeking a wide range of opportunities. 


investor 

RELATIONS 

Kansai Electric Power is 
the only Japanese utility that 
has made annual presentations in global 
financial centers since 1983. 
K ansai Electric Power is always keen to 
provide investors with access to the 
latest information on its business 
developments and financial standing. 



THE 


O KANSAI 

electric POWER CO.INC. 

3-22, NAKANOSHZMA 3-CHOME, KZTAKU, OSAKA. 530-70, JAPAN 
BTm „ .. , TEL: 81.6-448-6880* FAX=8l-fr44W«e9 
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In Hong Kong next week the handling of 
south-east Asia’s currency crisis will be 
under scrutiny. Robert Chote, Economics 
Editor, examines the issues 

Thai crisis highlights 
lessons of Mexico 

No-one In the international But the inflow of capital kept the very crises it seeks to pro- 
economic establishment was interest rates lower than domes- vent In this case the IMF did 
naive, enough to believe that tic economic conditions war- warn - in public and in private. 
Mexico's financial collapse in ranted. Short-term lending In a confidential report to its 
1995 would be the last of its Wna fuelled an imgngtjiinahi p property “interim” ministerial committee 
Several safeguards were adopted surge. Growth was also sup- in April 1996, IMF management 
in an attempt to avoid a repeti- ported until 1995 by the weakness outlined the worries which they 
tion, but the recent crises in Asia of the dollar, to which several had shared privately with Asian 
and elsewhere confirm that noth- south-east Asian currencies were governments over the previous 
ing offers complete protection pegged. As the dollar strength- year. They had told the authori- 
from bad policy and bad luck. ened, so their competitiveness ties in Indonesia, Malaysia, Korea 
The string of devaluations, relative to Japan was eroded, and Thailand that rapid demand 
speculative attacks and stock With China's vast manufacturing growth had exhausted the spare 
market slumps which followed capacity cowing on stream. Ion- capacity in their economies and 
the collapse of the Thai baht In ger-term doubts about southeast that overheating was imminent. 
July demands that we ask Asia's competitiveness in world The Malaysians and Indones- 
whether the lessons of Mexico markets were also being sown. tens Insisted that investment had 
were learned and applied as care- Events began to come to a head created sufficient capacity for 
hilly as they should have been. when weakening US demand for their economies to sustain fur- 
There are three dimensions; electronic goods contributed to ther rapid growth. The Koreans 
prediction, prevention and an export slowdown last year - said tightening policy was politi- 
response. Wore the signs of trou- just as the region's banks were cally impossible at a time when 
ble spotted earlier in Asia than undermined by excess supply in dear signs of infla tion bad not 
they were in Mexico? Were Asian the property market. Thailand yet emerged. Malaysia, Indonesia, 
policymakers advised sensibly was particularly vulnerable as Thailand. Korea and the Czech 
how to avoid a crisis? And, once many of its companies had bar- Republic all resisted the IMF's 
disaster had struck, did the inter- rowed heavily abroad. On July 2 advice to raise interest rates, 
national financial institutions do the authorities gave up defending In many countries the IMF also 
what they could and should have the bahl's dollar link. argued that the exchange rate 

done to limit the damage? But, as this drama was unfold- should be allowed to rise in the 

Prediction first Mexico’s crisis ing, what was the IMF saying face of capital inflows. But “con- 
caught most financial market and doing? Not enough, accord- cems about the effect on the 
participants and international ing to William Cline, chief econo- competitiveness of the export sec- 
bureaucrats by surprise, but the mist at the Washington-based tor, which had been the engine of 
portents of trouble in south-east Institute for International high growth rates, were generally 
Asia were visible well in Finance. “It does not look as evident", the report said. Wam- 
advance. Over-investment fuelled though we have made a tremen- ings not to rely on capital con- 
a spurt in economic growth until dous amount of progress in the trols “except as a last resort and 
1995, eventually resulting in early warnings provided to the temporary response” also met 
excessive domestic demand and markets by the Fund," he argues, with an unenthusiastic response, 
ballooning current account defi- “More needs to be done." The overall impression was 

cits. These were comfortably But there is always tension that the IMF had erred on the 
financed by capital flows from between what the Fund can say side of caution, while the govern- 
abroad, driven in turn by rapid to member governments and ments characteristically had not 
growth, financial sector deregu- what it can say to the markets. If “Given the priority attached to 

la tion and stable exchange rates, it is too frank, it risks triggering high growth rates to raise living 



standards, the authorities may be 
cautious about tightening policy 
on the basis of growth forecasts 
and uncertain estimates of poten- 
tial before there is hard evidence 
in price and external sector 
data,” the report argued. “It is 
not surprising, therefore, to find 


differences between the Fund and 
member countries about the risks 
of immin ent overheating.” 

The IMF’s latest annual report, 
published last week, provides a 
bowdlerised account of the 
Fund’s consultations with 
national authorities over the past 


year. Its account of the Thai con- 
sultation, completed in July 1996, 
is telling. The IMF’s executive 
directors noted the emergence of 
overheating and Thailand's slow 
progress in reducing its current 
account deficit Nonetheless, they 
praised the authorities' “consist- 


ent record of sound macroeco- 
nomic policies”, noting that pol- 
icy had tightened as Inflation and 
the current account worsened. 

But the directors warned that 
the rise in the current account 
deficit “had increased Thailand's 
vulnerability to economic shocks 
and adverse shifts in market sen- 
timent”. They also noted that 
controls on capital inflows “were 
not an effective substitute for 
more fundamental policies over 
the medium term". While the sta- 
bility of the baht had served the 
economy well, “directors recom- 
mended a greater degree of 
exchange rate flexibility to 
improve monetary autonomy and 
to reduce the incentive for 
short-term capital inflows". 

In November last year, Michel 
Camdessus, the IMF's managing 
director, stepped up the warning. 
Speaking in Jakarta, be told 
Asian policymakers that their big 
current account deficits and the 
fragility of their banking systems 
were “the two financial problems 
yon can and must overcome”. 

When short-term capital floods 
into an economy with a weak 
financial system “it is important 
to take appropriate action 
promptly before the situation 
deteriorates to the point that 
policymakers are reluctant to 
tighten policies for fear of inten- 
sifying banking sector problems”, 
the mana g in g director added. 

Mr Camdessus urged further 
measures to improve government 
finances, including lower mili- 
tary spending, better tax admin- 
istration and strengthening the 
financi al position of regional gov- 
ernment and public enterprises. 
He noted that fiscal consolidation 
in Indonesia had provided greater 
scope for short-term exchange 
rate flexibility, although he did 
not c omment on the wisdom of 
currency pegs per se. 

Given these pronouncements, 
it Is difficult to argue the Fund 
was asleep on the job. Its warn- 
ings were ignored. Senior offi- 
cials believe it would have been 
possible for Thailand to turn 
back from the brink of a crisis as 
late as February, but the authori- 
ties could not or would not do so. 
Other countries were quicker to 
act: Fund staff warned Hungary 

Continued on page 16 






Morgan means more in emerging markets 


More opportunities, more fuRy realized 



Institutions and corporations that want to fully capitalize on opportunities in 
emerging markets come to J.P. Morgan. They know we deliver more. 

More investment ideas, because we're the largest trader in the emerging 
markets. More access to capital, because we're a leading arranger of debt and 
equity financings. More effective mergers and acquisitions, because we're a 
top-ranked advisor with a unique command of local markets, currencies, and 
financing techniques. More insight and understanding, because our research is 
the best in the business. And more flexibility, because we're an acknowledged 
leader in risk management. 

Only j.R Morgan brings together these areas of expertise to help clients identify 
the right opportunities and realize their fullest potential. 

That's why corporations, governments, and investors around the globe him 
to us. No firm provides you with more objectivity, more opportunities, or more 
innovative solutions - in any market in the world. 

www.jpmorgan.com 


JPMorgan 



strategic 


ic advice • mergers & acquisitions • debt & equity capital raising • swaps & derivatives • credit arrangement & loan syndication • sales Se trading m asset management 
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With a few stumbles along the way, the 
dollar has risen strongly over the past 
12 months against fellow Group of 
Three currencies, D-Mark and yen. 
This has come as a welcome boost to 
exports in Germany and Japan, where 
domestic demand remains subdued. Growth rem ains 
strong in the US with no sign of inflationary problems. 
But if this “New Paradigm” proves to be a mirage and 
interest rates rise sharply, Wall Street’s bulls will suffer. . 


CURRENCIES • by Simon Kuper 


Everyone wants 
a strong dollar 


The currency’s rise 
seems to 

please Washington, 
Tokyo and 
Frankfurt 

Every time Robert Rubio 
shows his face in public, the 
US treasury secretary is 
asked the same question. 
“What do you think of the 
dollar, Mr Rubin?**, the jour- 
nalists shoot at him. 

Almost always, Mr Rubin 
replies that he believes in a 
strong dollar. Invariably, the 
dollar rises slightly. But the 
biggest lift his comments 
give is to the spirits of cen- 
tral bankers in Germany, 
Japan and the US. 

The dollar has gained 20 
per cent against the D-Mark 
and 8 per cent against the 
yen since October. Its rise 
seems to please Washington. 
Tokyo and Fr ankf ort, as 
long as it occurs neither too 
fast nor too suddenly. 

Mr Rubin likes the strong 
dollar because he thtnka it 
reflects strong US economic 
f nnriampntnig The American 
economy is growing rapidly 
with little inflation. That 
sucks foreign money into 
Treasury bonds and the US 
stock market This money in 
turn funds the US current 
account deficit - near 2 per 
cent of gross domestic prod- 
uct - and sends the dollar 
higher. Mr Rubin, a former 


Goldman Sachs partner. 
thiwtw central banks should, 
not buck markets. 

US carmakers are grum- 
bling about the strong dol- 
lar, but since traded goods 
make up quite a small part 
of the US economy, Mr 
Rubin is not about to change 
his policy to accommodate 
them. The market, too, 
appears to be less worried 
about the US current 
account deficit than it was 
in the 1980s. 

Germany also likes the 
strong dollar. With a jobless 
rate of more than 10 per 
cent, the country needs a 
weak D-Mark. The curren- 
cy's fall over the past two 
years has boosted German 
exports and led a slow eco- 
nomic recovery. Germany 
and its European Union 
neighbours are, in effect. 
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importing economic growth 

from the US. Furthennore, 
with fears that the D-Mark 
will soon disappear into a 
weak single European cur- 
rency, few traders are keen 
to buy it 

However, the Bundesbank 
has no wish for its curren- 
cy’s slide to go too far. Such 
a crash could push up 
import prices and create 
inflation, every German 
banker's bugbear. When the 
D-Mark dropped 5 per cent 
against the dollar in July, to 
levels not seen since the Ber- 
lin Wall fell in November 
1989, the Bundesbank started 
hinting that It might raise 
interest rates. The D-Mark 
rebounded a little. The 
Bundesbank appears 
happy with a weak D-Mark, 
but not with a very weak 
one. 
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Every time Robert Rubin Mpr m r 

Japan, too. seems content 
with the dollar where it is. 
The currency has risen 
about Y4fl since April 1995, 
when it hit an all-time low of 
Y80. The dollar recently 
climbed above the Y110-Y120 
range, where most currency 
strategists thought Tokyo 
wanted to keep it. Just 
before the dollar moved 
above Y120. Philippa Malm- 
gren, strategist at Bankers 
Trust in London, reported 
that she understood .from 
leading Japanese officials 
that they would tolerate 
this. 

Japan, like Germany, 
needs a weak currency to 
boost exports. However, 
again like Germany, it does 
not want too weak a cur- 
rency. It fears that that 
would drive investors out of 
the Nikkei stock market 
More important. Japanese 
officials believe that many 
power brokers in the US - 
Mr Rubin perhaps excepted 
- think the yen should be 
stopped from faffing any fur- 
ther. 

That is because the yen’s 
slide has inflated the US 
trade deficit with Japan. US 
manufacturers and many in 
Congress are squealing, as 
they did when the deficit 


i Ms bettor hi a strong doBar Ms wonts give a Mg HR to Uw spMta of central bankers in Germany. Japan and the US 


ballooned under Ronald Rea- 
gan in the 1980s. Mr Rubin 
thinks the way for Japan to 
reduce the deficit is by stim-' 
Ulatfog itS domestic demand, . 
and deregulating its econ- 
omy, rather than by boost- 
ing the yen. 

However, Tokyo knows 
that his demands mi gh t 
become more aggressive if 
the yen were to fall much, 
further, sending the surplus 
even higher. A new trade 
war with the US could 
ensue. 

So in April, when the yen 
bad dropped as low as Y127 
to the dollar, “Mr Yen” was 
wheeled out Eisuke S aleakt - 
bara, a senior ministry of 
fmanm nffirial whose nick- 
name testifies to his power 
to move the currency, 
started hinting that Japan 
might intervene in the mar- 
ket to strengthen the yen. ■ 

That made little impact 
but in the . end, three forces 
helped the yen rebound off 
its lows. 

First Japanese officials 
hinted that interest rates - 
at historic lows of fid per 
cent - might rise soon. 

Second, Mr Rubin changed 
his usual formula. On April 
Id, he repeated his mantra 
about the strong dollar but 


then expressed ’ “concern 
about recent movements in 
the yen, because of the 
Impact on Japan's external 
surplus 0 . Lata-, he said he 
favoured a strong dollar but 
added that it had been 
strong “for same time’'. 

Third, Mr Sakakib&ra 
reportedly told Japanese life 
insurance companies and 
other investors to stop put- 
ting so much money into for- 


eign assets. 

The net effect was that the 
dollar fell vertically for a 
fortnight. When the dust 
cleared, in mid-May, it had 
fallen Y16 to about Y11I, its 
sharpest drop in living mem- 
ory. 

That slide dearly went too 

for for Tokyo. The dollar has 
rebounded somewhat since, 
partly because the Japanese 
. rate rise never came. Japan’s 


interest rates are still 05 per 
cent and are not expected to 
budge until next year. The 
country's bonds yield about 
S percentage points less than 
US bonds. The dollar now 
stands at about Y 121 and 
DML77. near the top of its 
range of the past decade. 

The currency is where 
everyone wants it: strong, 
but not the heavyweight 
champion of the world. 
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S • by Gerard Baker 


iracle or myth - 
at is the question 


las there been a 
ondamental 
hange in the US 
conorny? The 
ebate continues 

Resident Bill Clinton has 
1 en proclaiming it for three 
3fars. The stratospheric 
l^e] of the stock market 
: ggests investors agree. 
i id there have been indica- 
t ns in the past few months 
tat even the stately, unex- 
c able Federal Reserve has 
c me to believe in it . 

t is the US economic sura- 
ci - the proposition that 
s nothing fundamental has 
canged in the US econo- 
□ J s performance in the last 
dcade that might, j,ust 
injht. have raised the ecqn- 
o y's long-term growth 
p ential to enable.it to grow 
a a faster rate than in. the 
pst without igniting Infla- 
te ... 

Tie “New Paradigm” 
ciwd, as the theory's sup- 
pters are known, point to 
t economic performance in 
tp past year, which they 
sy. amply demonstrates 
teir case. 

Jross domestic product 
giw at an annual rate of 
mre than 3^ per cent in the 
y ir to June, making it the 
s th consecutive year of 
u interrupted- growth, the 
tJ rd longest expansion in 
p itwar history- 
pat expansion ' has 
bought , unemployment 
dm to a current rate of 
u ler 5 per cent ofthe work- 
f( ce, its lowest level in 25 
yus. 

fet, in spite of a growth 
re well above what has 
c^ne to be regarded as the 
lag-term “trend” growth in 
edacity, and in spite of a 
jc less figure wen into terrf- 
ti y normally associated 
wh accelerating wages and 
pees, inflation is essen- 
tflly stable. 

it the wholesale level, 
pices fell for six straight 
ninths in the first half of 
4 year. Consumer price 
iriation Js muted. The offi- 
cii rate this summer is 
abut 2.5 per cent year on 
y|r, .but most economists, 
blinding an official panel 
cmmlssioned by the Senate 
li year to look at the issue, 
bjieve the official figure 
uprstates real true i nfl a- 

S at else, say the New 
ligmatics, could possi- 
xplain such a benign 
sdte of affairs other than 
tfcj fact that something won- 
d^ful has transformed the 
eraomy? 

ven Alan Greenspan, the 
cl irman of the Federal 
Rj erve, and a man not eas- 
ily given to irrational exu- 
bepnee about the economy's 
pBformance, told Congress 
in July that it was at least 
pt sible that something fun- 
di lental had changed in the 
U; economy: 

fire do not know now, nor 
d< I suspect can anydne 
kow, whether current 
ddelopments are part of a 
oije or twice in a century 
phnomenon that will carry 
prouettvity trends ... to a 
nw higher track, or 
wether we are merely 
observing some unusual 
vacations within the context 
ofjan otherwise generally 
coJventional business cycle 
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■here are a number of pos- 
sm? reasons put forward by 
thJoptimists that purport to 
aqwer Mr Greenspan’s 
coundrum. 

'he most common is the 
prauctivity miracle. Mas- 
si* investments in new 
tefnology in the past 20 
yets are at last starting to 
pal off. These investments - 
veifh have brought comput- 
ersinto almost every office 
anjworkplace in the coun- 
try have lifted productivity 
- | output per hour. Since 
th< economy's long-term 
gnvth potential is the prod- 
nefcf the growth of produc- 

3 ’ and the labour force, 
miracl e has raised the 
>my’s potential growth 
rah . 

dher factors are also 
beeved to have improved 
the fundamental growth 
prefects of the US. 


. iaes r 

The increasing globalisa- 
tion of US business is 
thought to have exposed 
American companies to 
much greater competitive 
pressures than they have 
faced in the past Trade as a 
proportion of US GDP has 
almost doubled to nearly 30 
per cent in the past 15 years. 
Many US companies say 
they are simply unable to 
pass bn any price increases 
they face to their customers 
A radical shift in the eco- 
nomic balance of power 
between management and 
workers may also have 
played a role. The declining 
importance of manufactur- 
ing has weakened trade 
unions. The victory last 
month of the Teamsters 
Union in its recent battle 
with UPS management is 
unlikely to be more than an 
isolated incident 
One other factor is the 
country's nnanrig? markets. 
The - depth, breadth and 
liquidity Of US finannial mar - 

kets have probably forced 
companies to be much more 
aggressively competitive in 
recent years. 

Pressures have intensified 
with the increasing deregu- 1 
lation and internationalisa- 
tion of these markets. Man- 
agements have to meet 
tougher demands from finan- 
cial markets on behalf of 
their shareholders if they 
are to maintain a strong 
financial base. 

Add up all these factors, 
say the true believers, and 
yon have an economy trans- 
formed. 

.“The big picture of the US 
situation is ah emerging 
“best of times' prosperity in 
terms of profits, earnings, 
jobs and the standard of liv- 
ing. Major ■ structural 
changes over recent years 
are partially responsi- 
ble . . . along with well-be- 
haved internal mechanisms 
of the business cycle," says 
Allen Sinai, chief economist 
at Primark Decision Eco- 
nomics. 

But there are plenty of 
sceptics. Not an economists 
share the belief in the eco- 
nomic revolution. Some say 
the US is merely benefiting 
temporarily from a few 
remarkably positive but 
short-term factors. Hie fact 
that too much faith has been 
placed by investors in the 
supposed miracle, me ans the 
fall, when it comes, will be a 
hard one. 

The sceptics say, first, 
there is no great mystery 
about the growth perfor- 
mance of the past few years. 

Between the end of the US 
recession in 1991 and early 
1996, US growth was remark- 
ably well balanced, but not 
especially strong. The aver- 
age growth rate was just 2 J2 
per cent, right in line with 
the long-run trend. What 
was impressive was that 
growth remained stable, 
without boom or bust This 
was in large part due to the 
sterling efforts of the Fed- 
eral Reserve in keeping moit 
etary policy on.track. 

It is only in the past 18 
months that growth has 
moved above the trend line. 
The fact that there have so 
far not been inflationary 
consequences merely reflects 
customary time lags. 

Similarly, the mystery of 
low inflation at the same 
time as record-low unem- 
ployment is explained princi- 
pally by demographic fac- 
tors. A far smaller 
proportion of the workforce 
is relatively young today 
compared with even 10 years 
ago and younger workers are 
frir more likely to change 
jobs. That extra mobility 


leads to stronger pressures 
on wages since workers feel 
freer to look for other jobs 
when jobs are plentiful. In 
other words, whereas an 
unemployment rate of 5.5 
per cent would have pushed 
up wage pressure, this Is less 
likely to happen with a fig- 
ure as low as 4fi per cent 
Globalisation, they say. 
is also a myth - though 
trade may have increased 
in the past decade it still 
accounts for little more 
than a quarter of US eco- 
nomic activity, hardly 



Alan Greenspan told Congress in July that it was at least possible that something fundamental had changed in the US economy 


enough to transform an 
economy. 

Finally, according to this 
view the so-called productiv- 
ity miracle is a mirage. True, 
technological investment in 
manufacturing has raised 
productivity there. But ser- 
vice productivity - the bulk 


of the economy - has not 
risen by as much. And, while 
some critics say services pro- 
ductivity is underrated by 
the official statistics, that 
does not help the optimists' 
case. If productivity is 
higher than the statistics 


mpaning the inflationary gap 
between what the c cum try is 
producing and what it has 
the capacity to produce is 
just as large. 

Who is right in the great 
economic debate of tbe late 
1990s? Tantalisingly. we can- 


time lags are the answer, 
sooner or later, at current 
rates of growth and unem- 
ployment inflation will pick 
up, proving the sceptics 
right If productivity is being 
under-reported, it may take 
a while before we have clear 


say. so, too. is output - not know for a while yet If updated statistical evidence 


that would prove the revolu- 
tionaries right. 

For economists, the wait 
for the answer is intellectu- 
ally frustrating. For inves- 
tors, who have wagered 
large positions on the out- 
come, the stakes are a little 
higher. 



way to increase competition 
and improve performance 


The World Bank 


A major challenge around the world is to capitalise on the potential for 
private finance to help meet public sector demands, including infrastructure 
development, and to realise the full potential of government assets. 

As advisers to companies and governments, NatWest Markets has-the specialist 
expertise and proven experience to meet this challenge. In the UK, we devised 
and implemented for the Ministry of Defence the transfer of the Married 
Quarters Estate from the public to the private sector. The structured solution 
allowed the £1.6bn sale of 57,400 residential units while retaining vital 
operational and occupational flexibility for the Ministry. The result wa.s the 
largest ever property deal in the UK, recognised as "Innovation ofthe Year"* by 
Property Week. In Italy, we are helping to reduce the energy deficit ofthe 
Marche region as lead arranger on the UT1,003bn api ENERGIA project which 
involved the construction of a 276MW power station. The electricity produced 
will be exported to Enel, Italy's state owned electricity company. 

The quality of our leadership in project finance has been publicly acknowledged 
with financings of the Humber Power Project and a Daewoo joint venture in 
Poland named as "Deal ofthe Year"* by Project Finance International and 

Project & Trade Finance respectively. 

From privatisation to project finance, for major corporations and governments, 
NatWest Markets has the creative capabilities and balance sheet strength to 

structure successful solutions. 
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The economy is 
operating like a 
twin-engined 
aircraft with only 
one engine working 

Imag ine a country where the 
government predicts the 
economy will grow almost 2 
per cent this fiscal year, and 
Caster next year. Unemploy- 
ment is minim al, inflation 
poses little threat, and the 
country's leading manufac- 
turers are enjoying a surge 
in exports. 

Sounds like cause for a cel- 
ebration? In Europe, per- 
haps. In Tokyo, though, 
there is currently little exu- 
berance. 

For. sis years after it was 
plunged into debilitating 
recession by the collapse of 
the 1980s’ “bubble". Japan is 
still struggling to convince 
the world - and itself - that 
it has moved on to a new 
path of sustainable economic 
growth. 

Few economists think the 
economy is facing an immi- 
nent danger of recession. 
Indeed, most are pencilling 
in growth of 1 per cent or 
more in fiscal 1997. Bat the 
essential problem that is pro- 
voking concern is the nature 
of this growth - and 
whether the rate of expan- 
sion will be fast enough to 
overcome Japan’s longer- 
term economic problems. 

The reason for the concern 
is that the economy is oper- 
ating rather like a twin-en- 
gined aircraft with only one 
engine fully working. 

On the one hand, exports 
have been surging. In the 
year to July they were 12.1 
per cent higher in value 
terms than a year before. 
This partly reflects the 
weakness of the yen, which 
has fallen almost 50 per cent 
in the past two years to 
touch a low of Y127 against 
the dollar in the spring. 

But it also reflects some 
genuine productivity prog- 
ress among Japan's manu- 
facturing giants. After exper- 
iencing the early 1990s' 
recession, and then the yen's 


strength in 1994. some of 
Japan’s most successful com- 
panies have made them- 
selves newly competitive: 
Richard Jerram of ING Bar- 
ings calculates that operat- 
ing margins at large manu- 
facturers have risen from 
2.71 per cent in fiscal 1993 to 
4.52 per cent in fiscal 1996. 

But the problem is that 
the second engine in the 
twin-engined aircraft - 
namely domestic demand - 
has been struggling. Last 
year, it felt the effect of a 
massive fiscal package that 
the government had adopted 
in 1995 - a move that helped 
Japan record the highest 
growth rate of any industria- 
lised country. But as this 
impact has faded, domestic 
demand has again faltered. 

Consumer spending, which 
accounts for two thirds of 
the economy, has fallen in 
recent months. Pessimism 
among smaller manufactur- 
ers and service sector com- 
panies has risen. Their profit 
margins have remained flat, 
or have fallen. 

The government blames 
these problems on one 
source - a rise in consump- 
tion tax from 3 per cent to 5 
per cent in April. This, the 
finance ministry argues, has 
suppressed demand tempo- 
rarily. 

But by the aut umn the 
impact should be fading 
away, it adds, allowing the 
economy to fly on two bal- 
anced engines a gain 

It may be partly right: the 
tax increases certainly do 
appear to have distorted 
demand. But the problem is 
that consumption tax is not 
the only reason for weak- 
ness. Household incomes are 
also being squeezed by a 
reversal of the 1995 Income 
tax breaks. 

Large parts of the domes- 
tic economy are still strug- 
gling with the legacy of the 
post-bubble property market 
crash', the financial sector, 
for example, remains 
weighed down with proper- 
ty-related bad loans. Indus- 
trial inventories have been 
rising and the government is 
cutting back its public sector 


spending. 

Does this lopsided picture 
matter? Some economists 
might argue not. Export 
growth alone will probably 
enable the economy to 
achieve the government’s 
forecast of i_9 per cent this 
fiscal year, officials point 
out. By the standards of 
most mature economies, 
such a rate is respectable. 
“To expect the economy to 
repeat its performance of the 
1980s is hopelessly optimis- 
tic." argues Russell Jones, 
chief economist at Lehman 
Brothers in Japan. “Surely 
export-led growth is better 
than no growth at all?” 

But export-led growth car- 
ries its risks. One is a rise in 
US trade frictions: the recent 
surge in exports has already 
prompted complaints from 
US car manufacturers, for 
example. Another is the 
state of the world economy: 
if growth slows in the US in 
the next year, or the recent 
currency turmoil in south- 
east Asia dampens demand 
there, this could hurt Japan. 

And, in the longer term, 
export-led growth on its own 
is unlikely to solve underly- 


ing problems. For the real 
challenge it races is that its 
underlying productivity 
growth has been falling 
sharply after the manufac- 
turing spurt of the 1970s and 
artificial boom of the 1980s. 

Most economists now 
believe that the “trend” rate 
of annual growth is likely to 
be do more than 2 per cent 
in Japan, sharply down from 
earlier decades. However. 
Japan's population is ageing 
sharply. Consequently, the 
country will need to find 
ways of raising its productiv- 
ity levels again - not simply 
in the already competitive 
exporting sector, but in the 
stagnant domestic arena. 

Can Japan do this? The 
government of Ryu taro 
Hashimoto certainly appears 
determined to try. In the 
past year, it has unveiled 
plans for the sweeping 
deregulation of domestic sec- 
tors ranging from financial 
services to mobile phones. If 
these are implemented, then 
Alex Kinmont, an analyst at 
Morgan Stanley, believes 
they could boost Japan's 
growth rate towards 4 per 
cent over the medium term. 


Experienced public-sector bor- 
rowers in Europe know that finan- 
cial integration achieved so far has 
opened up real opportunities for 
effective cross-border financing - 


regional and municipal levels across 
Europe. The Bank's specialized lend- 
ing officers are recognized for their 
ability to tailor loans - of any size 
or complexity - to the requirements 


European Savoir-faire 


SPECIALIZED DIMENSIONS 
IN PUBLIC-SECTOR FINANCE 


including new sources of funds and 
banking partners specialized in public- 
sector lending on a European scale. 

DGZ in Frankfurt is such a bank. 
As a central institution of Germany's 
Savings 'Banks Organization, the 
country's largest banking sector. DGZ 
is a leading wholesale financial in- 
stitution with an impressive record 
in public-sector lending at federal. 


of each borrower. This expertise is 
backed by DGZ's strong funding 
capacity, enhanced by its position as 
a prominent issuing house and 
through access to the Euromarkets 
via its subsidiary DGZ International 
S.A. in Luxembourg. 

If your projects call for a bank 
with European savoir-faire, just call 
on DGZ. 


DGZ - the small team with big resources 



Deutsche Girozentrale 
■Deutsche Kommunalbank- 

Frankfurt/ Brriin 
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GERMANY « by Peter Norman 


Recovery is off balance 

J hoc in the comple 


The country is 
proving to be a 
beneficiary and a 
victim of 
globalisation 

Germany is experiencing a 
lopsided economic recovery 
that so far has done little to 
solve the nation's problem of 
high unemployment, addic- 
tive use of government sub- 
sidies and an excessive state 
involvement in economic life 
that stifles enterprise. 

The European Union's 
most populous nation and 
biggest economy is proving 
to be both a beneficiary and 
a victim of globalisation. 

The devaluation of the 
D-Mark, down about 15 per 
cent against the dollar and 
around 5 per cent lower on a 
trade-weighted basis in the 
first eight months of this 
year, has fuelled an export 
boom that has greatly prof- 
ited manufacturers serving 
world markets. 

But Germany's high and 
rising non-wage labour costs 
which are needed to support 
a still very generous state 
welfare system, its complex 
and inequitable tax system, 
and its relatively inflexible 
labour market have encour- 
aged entrepreneurs to con- 
tinue cost-cutting at home, 
often by shedding labour. 

A wave of mergers and 
acquisitions provides evi- 
dence of how German indus- 
try is restructuring vigor- 
ously ahead of the planned 
start of the European single 
currency in January 1999. 
Business investment abroad 
has grown strongly while 
Inward foreign direct invest- 
ment has slowed to a trickle. 

Repeated shortfalls in tax 
revenues have been an 
unforeseen by-product of glo- 
balisation. Tax revenue 
trends have become 
decoupled from economic 
growth as companies and 
wealthy individuals have 
increasingly taken advan- 
tage of more favourable tax 
regimes outside Germany. 
Between 1993 and 1996, tax 
revenues increased on aver- 
age by only 2£5 per cent a 
year compared with an aver- 
age growth Of n ominal gross 
domestic product of 3.5 per 
cent. With the public sector 
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under the added constraint 
of attempting to cut the 1997 
deficit to 3 per cent of GDP 
to meet the 1992 Maastricht 
Treaty entry criteria for eco- 
nomic and monetary union, 
it is little wonder that the 
domestic economy remains 
subdued. 

Growth is accelerating, 
however. Provisional esti- 
mates pointed to a 1 per cent 
increase between the first 
and second quarters in sea- 
sonal and calendar-adjusted 
gross domestic product. 
Overall economic output in 
the first half was about 2 per 
cent higher than the year 
before, suggesting that gross 
domestic product will rise by 
about 15 per emit this year, 
in line with government 

expectations. 

Domestic orders for Ger- 
man industry in June and 
July were up by a real 3.9 
per cent compared with the 

corresponding 1996 months, 
while orders from abroad 
'• were 17 per cent higher. 
June's visible trade surplus, 
at DMl3.4bn, was the highest 
for any month since unifica- 
tion In 1990. 

But while there is a good 
nharuv tha t the mer chandis e 
trade surplus wifi set a new 
record this year, the benefi- 
cial effects on the domestic 
economy have so far been 
limited. 

The retail trade, in partic- 
ular, remains depressed with 
a recent poll by the Creditre- 
form business information 
group finding that business 
confidence in the sector was 
at its lowest level since its 
surveys began in 1985. 

Construction is another 
area of weakness. The 
Munich-based Ifo economic 
research institute has fore- 
cast declining activity this 
year and next with the loss, 
of 150,000 building jobs, with 
eastern Germany especially 
hard hit. 

One serious consequence 
of Germany’s domestic eco- 
nomic gloom has been a 
stalling of the process of eco- 
nomic catch-up with the 
west in the former commu- 
nist east despite the net 
transfer of about DMl30bn a 
year in official support from 
western to eastern Germany 
in recent years. 

Nationwide unemploy- 
ment, as measured on a sea- 


sonally adjusted basis, has 
increased relentlessly month 
by month to a record 4-*^ 
In recent months, the 
have pointed to a growing 
imbalance between eastern 
Germany, where more than 

18 per cent of the workforce 

are jobless, and western Ger- 
many where just under 10 
per cent are unemployed. 

The motor industry, profit- 
ing from new models and me 
decline in the D-Marks 
value, is one of the few 

industrial sectors to 
announce any increase in 
employment. 

The three-party centrist 
coalition government headed 
by Helmut Kohl, the chan- 
cellor, was slow to wake up 
to Germany’s economic prob- 
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lems. When, in early 1996, it 
agreed a 50-point programme 
of supply side reforms to 
iron out the economic rigidi- 
ties, the political environ- 
ment had taken a serious 
turn for the worse. 

At the end of 1995, the 
opposition Social Democrat 
party had chosen Oskar 
Lafontaine, the prime minis- 
ter of the state of Saarland, 
as its leader. By imposing 
discipline on his party's rep- 
resentatives in the Bundes- 
rat, the second chamber in 
Bonn controlled by SPD-Ied 
states. Mr Lafontaine has. 
stymied proposals for tax 
reform which the govern- 
ment had hoped would give 
a lift to the economy and its 
own fortunes. 

The tax reform plans 
envisaged si gnificant cuts in 
the top rates of taxation for 
companies and individuals 
in return for a broadening of 
the tax base and a reduction 


in the complex range of ta 
concessions which tend v 
distort investment But tfc 
opposition's resistance to tfc 
plans, which envisaged nt 
tax relief of up to DM30bm 
year, hardened over th 
summer after a group f 
experts reporting to th 
Bonn finance m i n i s try pr- 
dicted DMUSbn shortfalls i 
the overall tax revenues f 
the federal, state and loci 
authorities between tbs 
year and 2001. 

Other parts of the 50-poit 
programme - such as pria- 
tisation - have made prq- 
ress. But the stalled tx 
reform has become syraba'c 
of Germany's failure to mee 
swiftly to correct its eo- 
nomic problems- Employ** 
say the lack of clarity is 
impeding in vestment Mea- 
while. the nation's apparot 
inability to adapt swiftlvto 
the challenges of globaha- 
tion has been the subjectof 
criticism from such btxfes 
as the Paris-based Organia- 
tion For Economic Co-opta- 
tion and Development, ae 
International Monetry 
Fund in Washington and le 
Bundesbank in Frankfurt 

Given the parliamentry 
gridlock in Bonn, it wouldae 
optimistic to expect inch 
progress towards reform in 
the 12 months to the mt 
German general election at 
the end of September IS&, 
Mr Kohl will also be prec- 
cupied with ensuring tht 
Germany meets the quafi- 
cations for the single cr- 
rency. His government cold 
face other difficulties if te 
devaluation of the D-Mrk 
prompts any further acce*r- 
ation in inflation from it 2 
per cent level and trigger a 
tightening of the Bunds- 
' bank's hitherto expansin- 
■ary monetary policy. 

This year's surge in 
exports, however, shotd 
serve as a warning to thse 
who have been inclined to 
belittle Germany as an efle- 
tive competitor in the weld 
economy. 

Export-led economc 
growth may even revive w 
political fortunes of the Khi 
government. But for thatto 
occur, the recovery will hue 
to stimulate in vestment it 
home and reverse te 
upward trend of unemply- 
ment 





An instrument for change 


The Bonn-based 
institute has 
sounded the V 
alarm on 
demographics 

Melnhard Miegel is an 
unusual German. For the 4 
past 20 years, be has 
scorned the politics of - • 
consensus and tried to make 
German policy makers dare 
to think the unthinkable. 

His Bonn-based Institute 
for Economy and Society 
CTWG). which the 58-year-old 
lawyer and economist 
founded in July 1977, is no 
run-of-the-mill economic 
research body. A small 
organisation, it aims to 
raise the awareness of 
policy makers about 
long-term issues such as 
demographic change, labour 
markets, social insurance 
systems, state indebtedness 
and public budgets that are 
not obvious vote winners. 

Some of its finding* have 
been so startling that 
politicians have been forced 
to take notice. In a country 
where policy makers are 
strongly influenced by the 
herd instinct and new ideas 
often have difficulty taking 
root Mr Miegel ’s think tank 
is an agent of change. 

Mr Miegel was head of the 
political section of Helmut 
Kohl's Christian Democratic 
Union before starting the 
institute and is still a close 
ally of Kurt Btedenkopt the 
CDU prime minister of 
Saxony. But the IWG stands 
aside from party politics. Its 
underlying position is 
supportive of the social 
market economy, although 
Mr Miegel has grown 

increasingly critical of the 

ever growing involvement 
of the welfare state in 
Germany’s economic affairs. 

Germany, he says, has 
been governed by social 
democrat-type governments 
since the mid 1960s, when 
Ludwig Erhard, the father 
of the post-war economic 
miracle and the social 
market economy, lost 
power. He recalls how 
Helmut Kohl's CDU-led 
coalition started out by 
saying that state 
involvement of more than 
50 per cent in gross 
domestic product was 
tantamount to communism. 
Since German unification, a 



state Share of mare than 50 
per cent of GDP has been 
the norm. 

It is characteristic of Mr 
Miegel that he considers 
unemployment, which - 
officially affects more than 
4m Germans and is the 
government's prime 
economic concern, to be 
only a small problem. 

“It may seem surprising 
but we will get through the 

next two or three years 

without difficulty.” he says. 
Unemployment is not as big 

a problem as the figures .. 

suggest Many registered 
unemployed are housewives 

who want to return to the ■ 

labour market after 
bringing up children: they 
do not draw benefit and are 
supported by their 
husbands. Others already 1 
have a Job lined up; they do 
not suffer the psychological 
harden of unemployment. 
About one fifth do not ' 
really want a job: they are 
registered to maintain their 
rights to social security . 
benefits. 

However, he sounds the 
alarm on the issue of . , 
demographics, where 
Germany, with a sharp drop 
in its active population, 
already has an unenviable 
record, of leadership in 


Europe. The problem of 
population decline will 
become apparent within five, 
years and serious from 2010 
onwards, Germany's 
population structure means 
that Germany is about to 
embark on a period of high 

mortality rates. Births, on 
the other band, have been 
running at one third below • 
the level needed to keep the 
population stable since 1970. 
'Offsetting this trend 
; through immigration will be 
a huge challenge for a 
country with no established : 
tradition of integrating 
immigrants and no ' ' . 
experiepbeofa 

multicultural society.- . 

.- Demography 
developments vriH have 
profoundly negative 
implications for Germany’s 
generous state welfare 
system. This already 
appears unsustainable. . 
because it is based on 
payments by’those in ■ i , 
regular ttnjrtoymeht • 
Regular employment is m : 
decline; andiri 10 years’ 
time will account for only ., 
hati the jobs in Germany. 

A third cause of Concern 
is the way most Germans. v 
now rely on the statetopidl. 
them out of trouble. The .- 
German welfare state has 


sapped the individual's 
sense of responsibility. Mr 
Miegel believes. A 
“nannying" approach to 
education and upbringing, 
which starts in 
kindergarten and stretch e: 
to university, has eroded 
the individual's wllUngnes 
to take and accept risks. 

Earlier this year Mr 
Miegel was a member of a 
government commission 
charged with drawing up 
plans to reform Germany's 
costly pay-as-you-go 
Index-linked pension 
systems. 

He found himself alone 
when he published a 
minority opinion that 
warned the present system 
could not be saved by 
tinkering and that German 
should move to a state 
financed basic pension 
which would be 
supplemented by private 
funded schemes. 

But while lamenting “ar 
ever greater discrepancy 
between what la necessary 
and what actually happen" 

, in Germany, Mr Miegel 
believes that his message 3 
getting through. 

The IWG made its mark 
even before Mr Kohl took 
power in 1982. One of the 
institute's first studies 
convinced the Bonn finane 
ministry doruig the Social 
Democrat-led coalition of 
Helmut Schmidt that defirt 
sp e ndi n g and Keynesian 
economics would not wori 
. Today. Mr Miegel feels - 
that the iWG's 

uncompromising analysis 
and resultant pressure foi 
change Is having an impat 
“I feel that the mood Is 
changing. 1 detect a chang 
in the media and a changi 
among the young, who wnt 
to get away, for example, 
-from the pay-as-you-go 
pension, system. 

"We have been extreme/ 
successful raising 
awareness of the problem 
of the social security 
System. I believe we are 
ha ving some success 
ptitting across oar views f 
unemployment and 
demography." 

; But Mr Miegel is the flit 

to admit that his institute 
has so far failed to convice 
Germans to take more 
responsibility for their ova 
.futures. .. 

Peter Normal 
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Merrill Lynch 

on raising more than capital. 


Wider share ownership isn’t just transforming 
economies all over Europe: it s changing lives. The rise 
of privatisations and the burgeoning equity culture are 
spreading economic power on an unprecedented scale. 
Merrill Lynch isn’t just observing it - were at the heart of 
it. Helping to open markets. Generating opportunities. 
Combining unrivalled local knowledge with unique global 
intelligence. Offering wisdom to governments and 
companies. Providing individuals with new resources - and 
new resourcefulness. Sharing what we know in Europe 
can make a difference throughout Europe. 

The difference is Merrill lynch. 





Mevrill Lynch 

A tradition of trust. 
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BOND AND EQUITY MARKETS * by Barry Riley 

Bears lie in wait 
for the bulls 
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The big question 
is how long can 
bond and stock 
markets continue 
to prosper? 

Goldilocks's problem was 
that, although she was fortu- 
nate enough to discover a 
bowl of porridge that was 
not too hot and not too cold, 
eventually the bears 
returned. 

This year the global econ- 
omy has been enjoying 
something of a "Goldilocks" 
phase and the big interna- 
tional bond and stock mar- 
kets have prospered accord- 
ingly. But the bears still 
hope that their moment will 
come. 

One of their latest dirty 
tricks has been to draw 
charts paralleling the move- 
ments of the Dow Jones 
Average during three partic- 
ularly crucial three-year 
periods in this century. Id 
1927-29 and 1985-37 Wall 
Street prices more than 
doubled, only for the bubbles 
to burst in remarkable 
crashes. 

Now the chart for 1395-97 
shows much the same shape. 
The Dow was especially 
strong between April and 
July this year, taking the 
Average to more than 8,000. 
But this summer the h ulls 
have stayed more or less in 
control - so far, anyway. 

Hie phrase "this time it's 
really different ”, once 
regarded as the last resort of 
the exhausted bull, is circu- 
lating in respectable quar- 
ters. Something spectacu- 
larly new and different is 
certainly required to justify 
the stratospheric heights of 
US share prices. 

Wall Street's exuberance 
has recently been spilling 
over elsewhere. Germany’s 
stock market was an a spec- 
tacular run until July, for 
instance, and was joined in 
this by several other Conti- 
nental markets. 

Emerging markets have 
strongly benefited horn the 
spillover of US foods, espe- 


cially in Latin America and 
eastern Europe. Asia has 
been left as the wallflower in 
this global party, however, 
with stock markets and cur- 
rencies in the region gener- 
ally tumbling as the miracle 
of the Tiger economies runs 
into a series of financial cri- 
ses, with contagion even 
spreading to South America. 

For Korea and Thailand 
these are fairly recent prob- 
lems. Japan’s financial sys- 
tem has been in deep trouble 
since 1990, however. The 
Tokyo stock market has sig- 
nalled repeated false dawns, 
the most recent during the 
past spring and early sum- 
mer. 

But each unsustainable 
rally is ended by another 
rush to the safe haven of 
bonds, where yields have 
been squeezed down to a 
mere 2 per cent. 

In Japan, low bond yields 
are linked in investors' 
minds with economic 
weakness, and thus are 
associated with a falling 
equity market Elsewhere in 
the world, however, 
declining bond yields are not 
a threat to equities, rather 
they promise the law 
inflation and financial 
stability which can improve 
the real outlook for company 
earnings. 

In July the yield on the 
JJP. Morgan Global Govern- 
ment Bond Index dipped to 
the lowest level, 5-24 per 
cent, since the index was 
devised (though yields were 
significantly lower still in 
the 1950s). Slowly, interna- 
tional bond investors are 
getting the inflation of file 
1970s and 1980s out of their 
systenL 

The positive theory about 
the international bull mar- 
ket is that inflation has been 
driven down by the globali- 
sation of trade and capital 
Low bond yields have per- 
mitted high valuations for 
equities. 

Meanwhile, the effective 
increase in the supply of 
labour as emerging markets 
have opened up to the 
global economy has given 


big international companies 
a chance to expand 
more profitably - although 
some industrial sectors in 
western economies have 
simultaneously come 
under great competitive 
pressure. 

There is also a negative 
theory, however. This holds 
that, at least in part, the bull 
market reflects the spillage 
of excess savings from the 
depressed Japanese econ- 
omy. Japanese investors 
own more than S300bn of US 
Treasury bonds. The 
strength of securities prices 
may also reflect leveraged 
Investment by speculative 
hedge funds, borrowing -yen 
short-term at 0.5 per cent to 
buy dollar bonds or to play 
the equity markets. 

If the first theory is right 
the . bull market will only 
come to an end when global 
expansion becomes fast 
enough to re-ignhe Inflation- 
ary forces. The end-game on 
the second theory might 
come, however, with an 
intensified Japanese crisis 
which would force the repa- 
triation of overseas invest- 
ments. There Is current con- 
cern, for instance, about the 
possible scale of the losses 
by Japanese banks on loans 
to the Aslan Tiger econo- 
mies. 

For the moment, at least, 
the bulls are digging in. 
There are vast opportunities 
for global brands to be 
exploited in previously 
closed markets, and at the 
same tfann there is an enor- 
mous flow of cheap, basic 
goods from the emerging 
economies. 

Second, technology is 
transforming the world. 
Hugely valuable companies 
such as Microsoft and Intel 
have emerged from nowhere 
inside 20 years. 

But picking opportunities 
for reliable profits in tele- 
communications. the media 
and electronics, let alone in 
biotechnology, can be very 
tricky. 

A third argument sustain- 
ing the bull run relies cm the 
new focus placed on share- 
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HEDGE FUNDS • by Simon Kuper 

Gentler face for 
'evil geniuses’ 


i Redemption yteki (%) 
6j4 — 


The poor returns todsto hedE6 ' 

of hedge funds nm public is wrong to 

mop mpan that regard Mr Soros as the face 

may mean mat industiy argues, 

mey are doing Mr Soros may have averaged 
their job well 

If you put your money in a .risks, and does not guaz®n_ 
hedge fund in January 1996, tee investors a set level <» 
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holder value - a concept 
now being transferred even 
to countries such as Ger- 
many, where shareholders 
have in the past been held In 
very low regard. 

Restructuring was a big 
feature of the US corporate 
sector in the early 1990s, and 
now it is befog seen exten- 
sively in Europe. In the US, 
meanwhile, the um phagta is 
cm stock -buybacks. 

Managements in the US 
are increasingly driven by 
executive stock option pro- 
grammes, so the largeecale 
stock dilution and empire- 
building acquisitions of the 
1970s and 1980s are no longer 
seen. 

Finally there is the "baby 
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boomer” effect Ageing popu- 
lations In the US, Europe 
and Japan are saving an ah 
ever greater scale for their 
retirement and are pushing . 

UP the prices of financial 
assets. This, is seen most 
spectacularly in the- torrent 
of capital flowing into 
US 'mutual funds through 
40l(k) personal pension con- 
tracts. 

In another 10 to 20 years 
this effect may. shift into, 
reverse -as the hordes of pen- 
sioners begin to liquidate 
their portfolios and the . less . 
numerous succeeding gener- 
ations cannot save fast 
enough to compensate. But 
that is a worry for the next 

rnfftoinirrm 


you have probably had little 
joy since. 

Badge foods, once seen .as 
the evil geniuses that could 
make or break economies, 
have for the past two years 
underperformed the Stan- 
dard & Poor's 500,. the broad- 
based US stock market 
Index. Evaluation Associ- 
ates. a company that tracks 
the unregulated hedge 
funds, estimates that they 
- made a return of just 6.6 per 
cent in the. first half of 1997; 
compared with 20 j 6 per cent 
for the SAP. That appears 
meagre for an industry 
whose doyen, George Soros, 
made 51 bn toppling the 
pound five years ago. 

' Yet," the poor returns may 
mean that the funds are 
doing their job, argues 
Charles Gradante, who with 
his wife Lee .Hennessee runs 
the Hennessee Hedge Fund 
Advisory Group in New 
York. Hedge funds are so 
.called because of their power 
to hedge a gainst a fan in the 
value of their assets. Unlike 


returns. Mr Tcanbnson’s cli- 
ents, however, tend to invest 
in hedge funds that guaran- 
tee a minim um return. 

Most investors in hedge 
funds, typically armed with 
at least Sim. do not expect 40 
per cent returns. They sim- 
ply want to put some of their 
money in a place where it is 


Against the doflar (DM per S3 
1.40 — i — ^ ~ V 1 



Sep use 

Seinac DMMtnumACV 


likely to grow even when 
other investments crash. 


an investment fond, a hedge . They have become keener an 
fond can sell assets short hedge funds as stock mar- 


- when it expects them to faH 
' Today the hedge funds are 
"shorting”, or hedging; more 
tlmn virtually ever before, 
because many ol them 
expect the. US stock market 
to. crash. If it does, hedge 
fonds with heavy short posi- 
tions shonifl survive tha car- 
nage best “We don't think 
its appropriate to criticise 
them -for underperforming 


kets have come to seem ever 
more overvalued. Ms Hen- 
hessee says; "Every day now 
we pick up the phone and 
It's a US or foreign institu- 
tion who has SlOOm to invest 
in hedge funds.” 

. The investors have an ever 
bigger choice. The number 
of hedge ftmds, once a mere 
handful, has ballooned to 
about 2JXX). Bright young 


the S&P, because they are thing s have left established 
hedging," Mr Gradante says, funds such as Soros Fund 
“It would be like ertti rising Management (SFM), Tiger 
someone for having fire and Moore, and mutual 


insurance. . 

- Blaine Tomlinson, presi- 
dent of Financial Rfak Man. 
agemant in London, which 
advises the super-rich on 
investing in hedge funds, 
agrees. Mast investors want 


fonds such as Fidelity, to set 
up an. their own. The hefty 
"incentive fee” that hedge 
foods can charge is a lure. 
"The average time the most 
talented managers stay at 
the big funds is just three to 


five years," says Mr Gra- 
tfrn+a “They want to earn 
jgm to $!0m a year for them- 
selves." 

A few talented people is 
what hedge funds have to 
offer investors. These ftmds 
tend to be small operations, 
corner shops rather than 
multinationals. Even SFUTs 
two-floor office on Seventh 
Avenue New York houses 
just 85 employees. Mr 
Soros's charity operations 
are far larger. - 
; SFM, the largest of the 
hedge funds, admits that size 
can. be a handicap. Funds 
that grow too big can find it 
hard to manoeuvre in mar- 
kets. or to achieve high 
returns on a large capital 
base. 

< Lois Peltz, managing edi- 
tor of Managed Account 
Reports, says that only 13 
hedge funds have more than 
$lbn under management. 
SFM. which manages more 
t h?n $i8bu. with about half 
of it in equities, now far ms 
out some money to outride 
managers. Mr Soros himself 
has not run the fund day to 
day since 1989. His new star 
fond, Quota, is managed by 
Nick Roditi in London. 

Size is not SFM*s only 
problem. The large “macro" 
funds linked with Mr Saras 
have gone somewhat out of 
fashi on. These funds, which 
bet heavily on macroeco- 
nomic shifts, lost some of 
their shine in 1994 when 
they were caught out by sud- 
den US interest rate rises. So 
were most other investors, 
but hedge funds were 
thought to be virtually 
invincible. Ms Hennessee 
estimates that “macro” 
funds now have about $30bn 
in money under manage- 
ment, only about a fifth of 
the total for all hedge funds. 
Seven years ago they had 
about.80 per cent. 

The number of niche 
hedge funds is growing fast 
Most of the industry now 
consists of specialists in 
"distressed debt", Latin 
American bonds, Russian 
stocks and the like. “It's not 
just George Soros now. It’s 
an industry." says Ms Peltz. 
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Caixa Gera! de Depdsrtos. S.A., established in 1876, is PortugaTs largest bank. 
As an universal bank, CGD operates an extensive 500 branch network offering a 
wide range of financial services in the domestic and international markets. 

CGD leads PortugaTs most important financial group with major subsidiaries in 
commercial banking, insurance, leasing, factoring, fund management, real estate 
and venture capital. 

CGD's expanding international activity is also backed by its subsidiaries: an offshore 
branch in Madeira, a full branch in Paris, a bank in Brazil, three banks in Spain, a 
bank in France and a network of correspondents in more than 100 countries. 
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worldwide. 
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Political momentum 
is propelling Europe 
. towards its single 
currency. The fiscal 
targets in the 
Maastricht treaty 
may have to be be blurred so that 
France and Germany are deemed to 
qualify, but the Club Med countries are 
performing better than expected without 
the need for budgetary trickery. The 
outcome could be an interest rate policy 
run by a hard-nosed central bank and 
an uncertain outlook for the continent's 
enduring unemployment problem. 

EUROPEAN CENTRAL BANK 


independent 

institution 


Central banks of Kreat suspicion among the 
Emu countries- >egal man- 

Will become de date, there is Ifttle chance 

; fartn ciihciHiarifu: ^ ECB * S independence 
1 •'rf! S H?? 1CUarieS win be watered down in 
1 Of the ECB areas where it has sole 

responsibility, such as the 

• For all the doubts over setting of monetary policy. 

’■ European' economic and But a political counter- 

monetary union, one of its weight could still emerge for 

• strong points will be its policy areas where there 

< institutional set-up. Emu exists overlap between gov- 
' now looks more likely to go . eminent and central bank 

ahead as scheduled in early policy. Exchange-rate policy 
1999 though there 'is uncer- is an obvious example. In 
4 tainty about which countries practice, however, it would 

< will participate in the first be difficult to Imagine that 
wave: But there is one the euro, which will became 

: aspect ovUr which there is - one of the world's largest i 

- little doubt: if -Emu goes reserve currencies, would . 
i ahead, it will be- hacked by operate under any other i 

one of the -fiercest indepen- exchange-rate regime than a'| 
dent central banks the world free-float against the dollar 
-'has ever known. ... and the yen. 
v Qu .the present schedule. Other unresolved issues 
--.the European Central Bank include the presidency of the 
(ECB) is due to come into ECB. -All EU members, 
existence in . the second half except France, support Wim 
of next year. On January l, Dmsenberg, president of the 

- 1990 it wifi take over from Rml and a former Dutch cen- 
the European- Monetary . tral bank, chief, as the first 

. Institute (End), and assume president erf the ECB. Presi- 
-t. f Ull resp onsi b lli t y-for setting^dent Jacques-Chirac - insisted - 
European Interest rates. -Chifvtbat -the issue be kept open., 
that, date, the central banks Privately/ senior officials 
of participatlUg' countries .‘have made it clear that they 
will become de facto, subsid- prefer a; candidate with polit- 
iaries. Together^ the national , leal antennae geared specifi- 
central banks and the ECB .tally towards -the- French 
wffi fomf the European Sys- - public. 


and the yen. 

Other unresolved Issues 


tem of Central Banks, 


One French. official even 


1 She ECB will be closely . cifppiwfi that it was incon- 
modeiled- ort- the Bundes- ceivable far the head of the 
bank, r th£‘;<*enuaa central \ ECB not to be ahle-to speak 
bank^btdhmdy ]be even more French, although Mr DuiBen- 
mflep&jdeat, WhfietijeGer- berg is believed to be a flu- 
manceritraL bank's indepeu- ent French speaker, 
dence Jsenshrined in simple ;• In tends of its- own opera- 
-law^- wfaiclL requires only a tional policies, it has yet to 
. ample parliamentary major- be decided whether the ECB 
ity to '.change, the ECB's will pursue a monetary tar-, 
jtadependrace is enshrined in get, as is the case , in Ger- 


the Maastricht Treaty. 


many, or an inflation target, 


Article 107 states - clearly a competing method of mon- 
. that “neither the ECB, nor a etaiy policy which is used 
. national central bank; nor predominantly in the BE 
any member of their deci- and in Scandinavia. 
~sioh-making bodies shall ..- - Under, monetary targeting, 
seek or take 1 .instructions a central .bank sets a target- 


sion-making bodies shall - Under, monetary targeting, 
seek or take 1 .instructions a central bank sets a target-. 
- from conunnnity institutions jpg range for a broad mea- 
or bodies, from any govern- sure of. the money supply, 
meat of a member state or - such as 'M3, imping that the 
from any other body" „ supply of money will affect 

Furthermore, the treaty future price levels. 

-also narrowly defines the .Thin method has worked 
ECB’s primary objective^ as reasonably weH in Germany 
maintaining price stability. _ al though the Bundesbank 
■ The ECB is also required, in met its money supply targets 
vague terms, to support the jj, qq more than 50 per cent 
economic policies in the of the. cases. In other coun- 
Community, but, crucially, tries, such as the UK, the 
“without prejudice to the money supply has failed as a 
objective of price stability" . barometer of inflation. 

This again emphasises that infl ation targeting is a 
price- stability will override more widely-based approach, 
any other objective in EU a t the centre of which stands 
economic policy- Not even a forecast of future inflation, 
the Bundesbank operates based on various scenarios. 


under -such a narrowly -de- 
fined remit. 


Given Germany’s strong 
weight in this debate and 


Even its composition, is Bundesbank's relative 

modelled closely on the success with monetary tar- 
Bundesbask. Its governing geting, it appears likely that 
council wifi consist of a six- ecB will adopt monetary 
strong executive board - a targeting, at least initially, 
president, a vice-president Duisenberg said he 

and four other members - favoured this approach 
and the heads of the because it would help ensure 
national central banks. Like consistency and would allow 
the Bundesbank’s council, ^ to establish credibH- 
tbe ECB's governing council jty vrtth financial markets, 
will meet at regular inter- There is an irony in all 
vals and set the level of _ this, some French poli- 
short-term interest rates. ticians had at one stage 
While the Maastricht upon. Emu as a way 

Treaty has gone to grea t Q j reducing the Bundes- 
Jengtbs to specify the ECB is ^a n h. » s influence. While this 
responsibilities, a number of never an officially 

points remain unresolved. s tated goal, anyone who 
For example, it is unclear thought along these lines 
whether the ECB could veto would find that Emu had 
a decision by ministers to set created an institution that 
an exchange-rate policy that was only based in Frank- 1 
the ECB might consider a but. one that was more , 

threat to its anti-inflation independent and potentially ] 
objectives. Formally! more powerful than the 
exchange-rate policy lies Bundesbank, 
within the responsibility of This was- the price that 


EU finance ministers. 


Germany and many of the 


Lionel Jospin, the French sma u er EU countries 
prime minis ter, has, repeat- g^^efed at Maastricht in 
edly invoked the notion ofa rg^um f or agreeing to Emu 
political ‘counterweight to ^ first place. 


the independent central 
hank His call has touched a 
raw nerve in Germany, 
where Emu is viewed with 


Wolfgang 

Munchau 
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EMU * by Lionel Barber 


Euro enters the last lap 


For better or for 
worse, Europe's 
leaders are too 
deeply committed 
to retreat 

The race to launch the single 
European currency - the 
euro - on January 1, 1999 is 
entering the last lap. 

The odds have shifted deci- 
sively in favour of economic 
and monetary union going 
ahead on schedule. For bet- 
ter or for worse, Europe's 
leaders are too deeply com- 
mitted to retreat 

In Germany, Chancellor 
Kohl baa staked all on the 
euro, brushing aside doubts 
within his own coalition and 
the opposition Soda] Demo- 
crats ahead of next year's elec- 
tions. In France, the new 
left-wing government has 
grudgingly swung round to 
squeezing spending to meet 
the entry c riteri a for the sin- 
gle currency. In Italy and 
Spain, p ri m» ministers of the 
centre-left and centre-right 
have declared their policy to 
be “Emu or bust". 


Financial markets, once 
sceptical about the single cur- 
rency, have belatedly grasped 
the political will behind the 
prqJecL But political will alone 
Is not enough. Other factors 
are at work. 

The first is the economic 
reco v ery. The impro v ement In 
tax revenues will help the 
hard-pressed to meet the all 
important deficit criterion of 3 
per cent of GDP. 

Second, the technical prep- 
aration for the launch of the 
euro is largely in place, 
thanirc to the European Com- 
mission and the European 
Monetary Institute in Frank- 
furt 

Last June, in Amsterdam, 
EU leaders reached final 
agreement on a stability en d 
growth pact to govern budget- 
ary discipline among members 
of the euro zone; an accord on 
a revamped exchange rate 
mechanism to regulate rela- 
tions between the “ins" and 
the “outs": and a text govern- 
ing the legal status of the 
euro. 

Third, countries have blade 
striking progress toward meet- 
ing the Maastricht treaty's 


entry criteria covering Infla- 
tion, interest rates, exchange 
rate stability, and the two 
most testing ones, public defi- 
cits, and government debt EU 
leaders will make the final 
judgment in May 1998, aettwg 
on recommendations from the 
EMI and tb** Commission. 

At the latest count, five 
countries - Denmark, Finland. 
Ireland, Luxembourg, and ths 
Netherlands - met the deficit 
target in 1996. Belgium, Ger- 
many. Portugal, and Spain 
should be eligible in 1997. Swe- 
den and, most likely, the UK 
will meet the deficit criterion, 
but will probably adopt a 
“wait-and-see" attitude to 
Emu. 

Question marks surround 
France and Italy. Their 
chances depend on the degree 
of latitude which EU leaders 
choose to use when interpret- 
ing the entry criteria. Here, 
the prospects for a reduction 
in the 19SS and 1999 deficit 
will count as much as the 
actual outturn in 1997. 

In France, the post-May 
election revelation that the 
public deficit for 1997 was 
heading toward 3.6 per cent of 


GDP provided some heart- 
stopping moments, as did the 
government's threat to re- 
open toe Stability Pact With a 
robust turnaround in growth, 
France could end up with a 
deficit of &J per cent in 1997, 
says a Brussels official. But 
this stQl leaves doubts about 
1998. 

France's performance in 

1997 benefits from the one-off 
windfall created by the gov- 
ernment’s assumption of pen- 
sion liabilities from France 
Telecom, worth ar o un d 0.4 per 
cent of GDP. Without addi- 
tional measures, Paris could 
have to fin d savings of around 
1 per cent of GDP in order to 
meet the 3 per cent target in 

1998 - unless growth comes to 
the rescue. 

Italy’s prospects look rosier, 
provided it can maintain the 
confidence of fmanrini mar- 
kets. Convergence between 
Italian and German interest 
rates has offered Italy all. the 
advantages of a big debtor. 

The debt to GDP ratio has 
fallen, albeit modestly, fix' the 
first tftnp in 18 years; the cur- 
rent deficit to GDP ratio is the 
lowest since 197L falling from 


Surplus (t) or deficit as si 96 ^of.nqirinaJ GOP 

1093 1094 , 1995 .1086 1997 * 1996 * 

France . -5.6 -42 -32 - 3.0 

UK - 7 X -68 ’ -5.5 -4.4 -^23 -1^6 


Belgium - 7 J 5 - 5.1 - 4.1 V . -64 - 2JT , - 2.7 - 

& 

Finland 1 - 7JI . - 6.2 J - 5.1 :• - 2.6 - 2 JJ -14 


-2.5 ,:-1A -r2.1 r0;9 . -12 -1.0 


Portugal -86 -S.7: -5,0 -2A- • -48 


Sweden >-123 -1CX3 -7.7 : -36 -2.1 -02 


f i. Prnjwaadflxw Z Bgdg laembemg 

10 per cent to 6.7 per cent 
between 1993-66; the annual 
rate of Inflation stands at 
under 2 per emit, an 18-year 
low. 

This year, Italy's deficit is ; 
likely to be just above 3 per 
cent What happens next year 
depends on the soon-to-beap- 
proved 1998 budget, along 
with associated reforms of 
state pensions. But a L25hn 
savings package is already 
agreed in principle between , 
the coalition parties, and the , 
Prodi government is wearing 
a confident air. 

Earlier this year, central ! 
bankers and monetary offi- 


3wg* OBCO 

dais Sooted the idea of a deal 
which would delay Italy's par- 
tj pjpfttjfFt in Emu fear 12 to 18 
months to ensure a safe, sta- 
ble laTirvh for the euro com- 
prised of proven “hard cur- 
rency" countries. 

Italy’s turnaround makes 
this option less likely - unless 
the German government cal- 
culates ttraf tiie German pub- 
lic still needs time to adjust to 
the idea of exchanging, in 
effect, a rock-solid D-Mark far 
an historically weak bra. 

On the other band, s iu gttog 
out Italy risks triggering a 
north-south split in the Union. 
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How to move a country. 


:jib % J Opportunity halfway around the world is sometimes hard to 
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recognize. When Taiwan-based Pacific Electric Wire &. Cable 

; 0 V; \f*. : \ * .;» : 

' wanted to take its interaational manufacturing operations 

i 

' pu ^ c ^ rurne ^ to Banken Trust. Because we 

un ^ erscan ^ both global and local business dynamics, we wete 
::: :i \ Cr : a ^le to structure a deal that addressed both the issuer’s and the 

■■■■ • investors’ concerns. Together, we were able to devise an attractive 
structure at a time when small cap stocks were not in vogue. Then, by recommending New 
York-based advisors, a big-six accounting firm, and a filing schedule similar to that of U-S. 
corporations, Bankers Trust added an important sense of familiarity to a precedent- setting 
transaction. This positioned the IPO in a way that allowed investors on the NYSE to feel as 
comfortable with Asia Pacific Wire & Cable as with a company down the street. To discuss 
your global and local banking questions, please contact us. 
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FRANCE • by David Owen 

Paris softens 
its attitude 
to Emu 


The 3 per cent 
figure has lost its 
sacrosanct aura, 
at least as far as 

1997 is concerned 

This summer’s change of 
government in Paris has 
brought a changed attitude 
to the mechanics of achiev- 
ing European economic and 
monetary union. 

The previous centre-right 
administration of Alain 
Juppe gave every impression 
of seeing the strict Maas- 
tricht public deficit criterion 
far Emu as a target it could 
not afford to miss, even if it 
meant imposing more aus- 
terity on the country's glum 
and testy population. But 
Lionel Jospin’s new Social- 
ist-led government has 
adopted a less rigid 
approach. This is in line 
with a statement in the par- 
ty's manifesto which indi- 
cated that it wanted the 
Maastricht convergence cri- 
teria to be applied flexibly 
on the basis of prevailing 
trends. 

Accordingly, while Domi- 
nique Strauss-Kahn, finance 
and industry minister, has 
been quite firm that Prance’s 

1998 deficit will not exceed 3 
per cent of gross domestic 
product, he has given no 
such commitment for this 
year. He is saying simply 
that France would get “as 
close as possible to 3 per 
cent for 1997". 

Mr Strauss-Kahn did in 
July announce a FFr32bn 
package of deficit reduction 
measures, mainly higher cor- 
porate taxes. His announce- 
ment came after an indepen- 
dent audit of public finances 
suggested the deficit would 
reach between 3.5 per cent 
and 3.7 per cent of GDP if 
additional measures were 
not taken. This should be 
enough to cut the deficit to 
the range 3.1 -3.3 per cent, 
other things beiog equal. 
But tiie 3 per cent figure has 
lost its sacrosanct aura, at 
least as Ear as 1997 is con- 
cerned, even if it is not yet 
inconceivable that France 
could attain it 
Before the general elec- 
tion. the Socialists - who 
signed the Maastricht treaty 
for France - also tied their 
backing of the euro to four 
conditions. These were 
designed to ensure that the 
planned currency operates 
in what they see as France’s 
best interests. 

These were: creation of 
some kind of political 
counterweight to the future 
European central bank; pro- 
motion of growth and jobs; 
ensuring the euro Is not 
overvalued against the dol- 
lar; and, ensuring Italy and 
Spain join monetary union 
from the start. 

Once in government, they 
acted on these conditions, 
stressing the need for mea- 
sures to boost employment 
and announcing, ahead of a 
European Union s ummi t in 
Amsterdam, that they 
needed more time to con- 
sider the terms of the stabil- 
ity pact which is to govern 
the European single cur- 
rency. In doing this they 
triggered a war of nerves 
that ended only with a com- 
promise which meets some 
French concerns. 

EU leaders agreed two new 
political resolutions offering 
rhetorical support for the 
French demands for a cen- 
tral bank counterweight. 

through a list of new com- 
mitments to employment 
and growth. 

Commentators acknowl- 
edged that Lionel Jospin, the 
French prime minister, bad 
made some headway in his 
campaign to put employ- 
ment and growth at the top 
of the EU agenda. 

This hedged support for 
Emu reflects some of the res- 
ervations of a French popu- 
lation who had become 
increasingly fed up with 
France's sluggish growth 
and high unemployment, 
and the austerity imposed by 
the Juppe administration in 


EMU AND EUROPEAN UNEMPLOYMENT « by Andrew Balls 

Structural reform is overdue 


its attempts to ensure the 
country hit the strict Maas- 
tricht deficit target 

Simply stated, though the 
French establishment 
remains firmly behind the 
European project the mood 
on the streets has become 
much more wary. Mr 
Juppe’s Gaullist RPR seems 
also, belatedly, to have 
sensed this, electing Philippe 
Seguin, France's best-known 
Eurosceptic, as its new presi- 
dent 

This disillusionment is 
scarce.ly s urpris i ng in a 
country where unemploy- 
ment has risen to more than 
3m. putting the unemploy- 
ment rate, based on Interna- 
tional Labour Organisation 
criteria, at 12.6 per cent Mr 
Jospin’s government is cow 
striving to improve the situ- 
ation by creating 700.000 jobs 
for young people in the pub- 
lic and private sectors. Nev- 
ertheless. unemployment 
looks set to remain France’s 
most serious social and eco- 
nomic problem for a long 
time to come. 

Mr Strauss-Kahn has indi- I 
cated he expects no signifi- 
cant reduction in the jobless 
total until the second half of 
next year. 

Otherwise, economic pros- 
pects appear to be getting 
brighter. Inflation remains 
well under control, while Mr 
Jospin's government appears 
to have attained power .just 
as the beneficial effects for 
France of the recent sharp 
appreciation of the US dollar 
are starting to become clear. 

In essence, such exchange 
rate shifts (sterling has also 
strengthened markedly 
against the French franc in 
recent months) have been 
instrumental in bolstering 
the international competi- 
tiveness of French exporters 
and improving still farther 
the country’s already 
impressive trade figures. 

France’s trade surplus for 
May reached a record 
FFrl6.5bn. bringing the 
cumulative total for the first 
five months to FFr63bn, 
compared with an annual 
surplus of FFrl22.3bn for 
1996 - itself a record. 

Dwindling stocks and 
declining investment 
resulted in slower-than-ex- 
pected first quarter growth 
of 0.2 per cent. Consumer 
spending in the first half 
was also subdued, although 
some analysts are expecting 
a third quarter rebound. 

In spite of the slow start to 
the year, the strength of 
exports is widely expected to 
help keep overall 1997 
growth on course for the pre- 
vious centre-right govern- 
ment’s forecast of 2.3 per 
cent, compared with just 1.5 
per cent in 1996. Mr Strauss- 
Kahn has predicted that by 
the end of this year, GDP 
growth will be rising at an 
annual rate of about 3 per 
cent. 

He recently suggested 
France's 1998 growth rate 
should reach between 2.9 per 
cent and 3 per cent, com- 
menting: “The projections 
get a little bit better with 
each week that passes." 

Some economists still 
regard this 1998 forecast as 
distinctly optimistic, on the 
grounds that domestic 
demand is likely to continue 
to disappoint. But others 
now see it as achievable, as 
long as the franc/dollar 
exchange rate continues to 
work in favour of French 

exporters. 

It is also uncertain 
whether a recovery of this 
magnitude would be suffi- 
cient for Mr Strauss-Kahn to 
hit his 1998 deficit target of 3 
per cent without adopting 
new spending cuts or reve- 
nue-raising measures. As 
Eric Chaney, chief economist 
with Morgan Stanley in 
Paris, points out, higher 
exports do not directly gen- 
erate large amounts of extra 
tax revenues, although they 
may do so indirectly by 
creating new jobs. For Mr 
Chaney, the “key variable” 
in terms of deficit prospects 
for 1998 is consumer spend- 
ing. 


Politicians may 
not be right in 
promoting Emu as 
a weapon against 
unemployment 

Politicians have dangled 
European economic and 
monetary union before a 
sceptical public as a solution 
to Europe’s unemployment 
which afflicts 23m people. 

There are reasons to be 
hopeful that Emu will help 
to soothe Europe's unem- 
ployment ills, just as there 
are reasons to be more pessi- 
mistic. Overall however, the 
causes of high unemploy- 
ment, and the structural 
reforms needed to remedy 
the plight of the jobless, are 
the same regardless of 
whether or not Emu takes 
place. The important ques- 
tion is whether Emu will 
help or hinder this process. 

In 1997. according to the 
Organisation for Economic 
Co-operation and Develop- 
ment (OECD), 11.2 per cent 
of the EU labour force is 
unemployed with unemploy- 
ment in Germany, France. 
Italy and Spain above the 
average. 

European politicians have 
promoted Emu as a vital 
pari of the fight against 


unemployment, increasing 
growth and employment lev- 
els. Much of the potential 
gains from the single market 
have been left unexploited 
owing to the residual 
exchange rate risk associ- 
ated with trade within the 
EU. By removing the costs 
and uncertainties of trade, 
the single currency will com- 
plete the single market, 
allowing greater competition 
and arbitrage across 
national borders, more effi- 
cient resource allocation, 
higher growth and - m the- 
ory at least - lower unem- 
ployment for its members. 

The European Central 
Bank (ECB) will provide 
anti-inflationary credibility 
where this is lacking. In 
countries with a history of 

high inflation, a p r i hi g h pub- 
lic debt, this will impose a 
greater external discipline 
on unions. Wage bargainers 
will no longer be able to 
demand excessive wages, 
safe in the knowledge that 
high inflation and devalua- 
tion will bear the pressure. 
The ECB’s anti-inflationary 
credibility could help to 
reduce unemployment in 
Italy, Portugal and Spain. 
However, in the short term 
particularly in the event of 
a broad Emu involving coun- 
tries with poor inflation 


records - the ECB is likely 
to keep interest rates above 
the level necessary to ensure 
price stability. By demon- 
strating Its anti-inflationary 
resolve, the ECB will thus 
reduce economic activity 
and increase unemployment. 

Moreover, with Emu 
involving more than just the 
core, the ECB is unlikely to 
be able to design monetary 
policy to suit the needs of ail 
member countries in the 
event of localised slow- 
downs. This could augment 
Europe's regional Imbal- 
ances, resulting in unem- 
ployment black spots. 

The Maastricht tests con- 
centrate on financial criteria 
with little attention paid to 
real convergence in growth 
rates, productivity growth 
and unemployment levels. A 
reasonable amount of real 
convergence has been 
achieved between Germany, 
France, Austria and the 
Benelux countries, but less 
so for others. 

Emu removes interest 
rates and the exchange rate 
as policy tools for national 
governments. With floating 
exchange rates, slower pro- 
ductivity growth in one 
country leads to an 
exchange rate depredation. 
With fixed exchange rates, 
prices and wages must bear 


the burden of adjustment in 
the event of asymmetric 
shocks, which affect some 
countries more than others. 
Deflation must take the 
place of devaluation. Fiscal 
policy could be used to cush- 
ion adjustment However, 
the stability pact, if strictly 
enforced, will curtail room 
for fiscal manoeuvre. 

When growth rates and 
business cycles diverge the 
labour market takes the 
strain. This may work 
smoothly in the US. where a 
high degree of labour flexi- 
bility and mobility, and fis- 
cal transfers through the 
federal tax system speed 
adjustment. However, in 
sclerotic European labour 
markets, immobility, inflexi- 
bility, and. downward rigid- 
ity could lead to the emer- 
gence of higher unemploy- 
ment in countries affected 
by shocks, and even greater 
regional ftnhglflfinga 
Europe's unemployment 
malaise goes beyond cyclical 
unemployment. An upturn 
in the business cycle, higher 
growth rates owing to the 
completion of the single 
market, or, in the long term, 
lower interest rates under a 
proven ECB, will not be 
enough to overcome struc- 
tural unemployment Rather 
than higher employment lev- 


els. hiffiw growth is likely 
to m°a n higher wages. 

High minimum wages, 
high taxes and generous 
social security and unem- 
ployment insurance funded 
by levies on workers 
increase the price of labour 
and non-wage labour costs. 
Job protection legislation to 
protect those in work makes 
it more costly to create new 
jobs. In addition, with 
greater security for those In 
work, the threat of redun- 
dancy foils to keep a check 
on wage growth. 

Politicians, forced to 
devote their energies to 
ti ghtening their macreocon- 
omic belts at a difficult point 
In the cycle, have made little 
progress in microeconomic 
reform. With Emu under 
way, policy makers should 
to turn their attention 
to long overdue structural 
reform. 

German policy makers 
B ffwn to be aware of tbe need 
for greater labour market 
flexibility, even if little prog- 
ress been made; French 
policy makers seem to be 
less aware of this. 

Disa greement between the 
two main coun tries on the 
fundamentals of economic 
policy, could undermine 
Emu. Tbe stability pact, and 
firing if enforced, could lead 
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to further recriminations 
between members. And as 
Emu has become entangled 
with budget deficit reduction 
to hit an arbitrary target, so 
the ECB risks becoming 
associated with deflation 
and unemployment leading 
to a public backlash, which 
could undermine its political 
legitimacy. . 

The result could be msta 
bility within the EU, and 
pressure to strengthen the 
social chapter and harmon- 
ise labour regulation. Emu 
should be a catalyst for 
reform- It could lead to the 
further entrenchment of 
eurosclerosis 









Her father won't be sitting in the front row 

if he can't make the airport train on time; 

he won’t make the train on time 

if he cart t land on time; 

he might not be landing on time 

if not for the engineers of ABB, 


Visit ABB’s TSfarid Wide Web site at http://www.abb.com 
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A year of fundamental change 


A strong pound 
has meant that 
the order books 
of exporters are at 
a five-year low 

This has been the year that 
launched a thousand PhD 
theses on the UK economy. 
Tomorrow’s graduate stu- 
dents will be able to choose 
from a variety of events that 
have taken place within the 
past eight months. 

Examiners can probably 
look forward to “Windfalls 
and fallouts: the effects of 
injecting £35bn into a grow- 
ing economy", or “Taking a 
pounding: sterling’s rise and 
the fell of UK exports". 

Someone, somewhere, is 
probably starting work on 
"Free at last: central bank 
independence,, the UK expe- 
rience”. 

The granting of indepen- 
dence over monetary policy 
to the Bank of England was 
the first act of the incoming 
Labour government In May. 
It was probably the most 
fundamental reform of the 
UK economy that the gov- 
ernment will make while it 
holds office. 

The decision means that 
the administration of inter- 


est rates is now left to a 
monthly meeting of a com- 
mittee - the Monetary Pol- 
icy Committee - within the 
Rank. . 

The MPC is chaired by the 
Bank's governor, and 
includes its two deputy gov- 
ernors and two other Bank 
officials, one of whom is the 
chief economist. 

The government's influ- 
ence- over the MPC is effec- 
tively limited to the appoint- 
ment of its members. It 
directly appoints four fur- 
ther members of the commit- 
tee, who become employees 
of the Bank. But, indirectly, 
file ex-officio members, such 
as the governor of the Bank, 
are appointed by the govern- 
ment. 

The immediate effect on 
the economy has been 
higher base rates. The MFC's 
first three meetings, in June, 
July and August, have seen 
the Bank of England’s offi- 
cial dealing rate rise by a 
quarter of a percentage point 
on each occasion. 

The initial reaction to cen- 
tral bank independence was 
positive - long-term bond 
yields fell on hopes of lower 
inflation rates. But some 
critics suggested an over- 
cautious Bank could push 
rates higher than necessary 


1 Against the D-Maric (DM per £} 
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to ensure that its inflation 
target is met 
Gordon Brown, the chan- 
cellor of the Exchequer, set 
the MPC the task of meeting 
an annual inflation target of 
2.5 per cent in two years’ 
time. If the rate misses the 
target by one percentage 
point - a band of 15 to 3.5 
per cent - the Bank must 
write a letter of explanation 
to the chancellor. 

With a simple inflation 
target, the danger is that the 
Back will err on the side of 
caution in setting interest 
rates. The MPC is less likely 
to be criticised if inflation 
falls below the target. In 
practice, that could mean 


higher Interest rates than 
might otherwise be neces- 
sary. 

This pessimistic view of 
central bank behaviour 
looks likely to be tested 
throughout 1997, the sixth 
year of the UK's recovery. 

According to analysts at 
Goldman Sachs investment 
bank in London, the UK 
economy is probably now 
operating at slightly above 
its potential, and GDP is 
growing at almost twice the 
economy’s sustainable rate. 

“To avoid a serious bout of 
overheating, growth needs to 
be brought down to around a 
2 per cent annual rate, or 
below, as soon as possible.” 


said David Walton, director 
of UK economic research at 
Goldman Sachs. 

Goldmans expect GDP to 
strengthen by 3.25 per cent 
this year and 2S2E> per cent 
next year, resulting in a 
gradual increase in inflation- 
ary pressures. However, 
economists’ forecasts of 
growth have ranged from 1.9 
per cent to 4.1 per cent, an 
average of 3 per cenL 

Part of the reason for the 
rapid growth this year has 
been the unchecked injec- 
tion into the economy of 
around £35bn. through 
so-called windfall payouts. 
This was the result of mutu- 
ally-owned life assurance 
and building societies con- 
verting into companies and 
floating on the London Stock 
Exchange. Shares issued to 
members were worth some 
£35bn, prompting one bank 
to call 1997 “the year of the 
windfalls”. 

The effect was to add 
adrenalin to the retail and 
service sectors when they 
needed it least. Jonathan 
Loynes, at HSBC Markets, 
said: “The eventual boost to 
consumer spending this year 
will be of the order of 0.75 to 
1 percentage point." 

With the economy, and 
consumer spending, already 


exhibiting strong growth, 
the government had to face 
up to the additional infla- 
tionary pressure created by 
the windfalls. 

But when Mr Brown came 
to draw up his Budget in 
June, he found that his 
hands were tied in two ways. 

First, the decision to 
“free" the Bank meant that 
the chancellor could no lon- 
ger co-ordinate monetary 
policy with fiscal policy. 

Second, Labour’s pre-elec- 
tion pledge not to raise per- 
sonal income tax rates 
meant that the most obvious 
way of cooling consumer 
demand was not open to 

him 

Further complications 
emerged after the budget. 
The exchange rate of ster- 
ling against its main Euro- 
pean trading partners - 
especially Germany and 
France - climbed rapidly in 
the second half of 1997. 

By the end of the first half 
of 1997, the pound rose to 
levels last seen in the early 
1990s when sterlin g was a 
member of the European 
exchange rate mechanism. 
At one point sterling rose 
above DM3, when less than a 
year before it had been 
around DM2.3. 

By the time of the budget, 



Gordon Brown set an inflation target of 2-5 per cent 


an awareness that the pound 
was going to stay strong for 
the rest of the year had 
become evident 

The first danger signs of 
sterling’s strength, as the 
OECD had warned, came 
with very low private invest- 
ment figures. By August, 
exporters told the Confedera- 
tion of British Industry their 
order books were at a five- 
year low. 

The worst scenario being 
painted for the UK was a 
so-called "New Zealand 
dilemma”, with a newly-in- 
dependent Bank of England 
keeping interest 'rates high 


to establish its anti-inflation 
credibility. In New Zealand. 
this led to high exchange 
rates and interest rates, in 
spite of low growth and high 
unemployment and weak 
inflation in the first few 
years after the central bank 
was granted independence. 

Whether that occurs in the 
UK will probably depend 
upon the Bank's willingness 
to avoid being too cautious 
in a low-inflation environ- 
ment. 

After all. the title UK 
policymakers do not want to 
see is “1997: from boom to 
bust”. 


21y her father is working in Lyons, 
bnight she’s playing in Oslo. So it won’t be possible for them 
to be together on one of the most important evenings of her young life. 

But soon, it will be. 

A few years ago, the Parliament of Norway approved a plan 
to construct a totally new international aiiport that would streamline service to Oslo. 

It was a challenging project that presented some serious problems for the builders 
until they met the engineers of ABB who showed them how ingenious engineering 

could help provide some answers. 

Now the project is underway and ABB and its partners are turning 

the new airport at Gardermoen into a reality. 

New runway lighting will help make landings and take-offs safer and more punctual; 
the computerized control equipment for a new baggage handling system 
will make getting out of the terminal easier, and the associated rail connection 
will make getting home quicker. 

To the Norwegian public, it will mean safer and more efficient travel 
to and from Oslo. But to the father of one young violinist, 
it will mean something far more. 

Because on an evening when his daughter is playing 
Schubert’s ‘Sonata in B Flat’, he will be there. ^ 
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ITALY • by James Blitz 


Car sales are 
driving the 
recovery 


INGENUITY AT WORK 


The government 
remains confident 
of achieving the 3 
per cent deficit 
target in 1997 

The Italian economy is 
undergoing a hesitant recov- 
ery this year, well behind 
the cycle of its main Euro- 
pean partners. But although 
doubts remain about 
whether the government can 
achieve its official target of a 
L 2 per cent Increase in gross 
domestic product for 1997, 
recent developments have 
strengthened hopes that the 
recovery is gathering pace. 

Those who are more bull- 
ish about Italy's economic 
prospects have been encour- 
aged by recent figures for 
Italian gross domestic prod- 
uct Italian GDP was up 1-2 
per cent in the second quar- 
ter of 1997 compared with 
the first three months of the 
year. The figure was well 
ahead of the predictions of 
many analysts and con- 
trasted with a 0.2 per cent 
reduction in GDP for the pre- 
vious quarter. 

The second quarter recov- 
ery was mainly due to an 
incentive scheme to trade in 
used cars which was intro- 
duced by Romono Prodl's 
adminis tration in January - 
and which was operating at 
foil tilt by file spring. The 
scheme has already had 
much success and is thought 
by some analysts to be 
responsible for as much as 
two-thirds of the current 
recovery. 


By the end of June, for 
example, new car registra- 
tions were up 32 per cent on 
the same period in 1996 <a 
remarkable 50 per cent 
increase June-on-Junej. The 
main beneficiary was Plat, 
selling 456,000 cars in the 
first six months of this year, 
compared to 336,000 in the 
same period of 1996. 

The government has now 
announced that the scheme 
is to be extended into the 
middle of 1998. postponing 
plans to wind it up next 
month. Speculation has been 
growing in the I talian media 
that the government could 
announce incentives for the 
construction industry, sub- 
sidising the renovation of 
public and private buildings. 
Alongside all this, the econ- 
omy has been helped by a 
stronger performance in 
exports due to greater 
growth in France and Ger- 
many, Italy’s main markets. 

“The economy is not surg- 
ing but a recovery is now 
clearly under way," says 
Tlaria Fomari, an economist 
for J-P. Morgan in Milan. “I 
am confident that the 1.2 per 
cent growth target should be 
achieved this year.” 

However, there are those 
who are more guarded about 
the outlook for growth. Con- 

findustria, the industri alis ts' 

confederation, remains cau- 
tious about the extent of the 
recovery since part of the 
pick-up in industrial produc- 
tion could be no more than 
replacing run-down stocks. 

Giorgio Radaelli, an econo- 

Con tinned on page 10 
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SPAIN AND PORTUGAL • by David White 

Well on the road 
to qualification 



NORDIC COUNTRIES* bv Hilary Barnes 

Diverging views on 
common currency 


Three-montti intert^t.r 
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Both countries 
have confounded 
the sceptics and 
are experiencing a 
surge in growth 

Spain and Portugal are the 
surprises of the European 
Union's preparations for a 
single currency. 

Confounding the sceptics 
at home and abroad, both 
countries are now well on 
their way to qualifying to be 
founder members of the 
euro. Without having to 
resort to blatant trickery or 
swingeing tax increases, 
they both appear to have 
their public finances suffi- 
ciently under control to 
stand a good chance of meet- 
ing the last hurdle. 

Perhaps even more impor- 
tant. and more surprising, 
they are actually enjoying 
the process. Helped by a 
strong pick-up in economic 
growth, they have round the 
road to monetary union 
much less arduous than 
expected. 

As the odds have improved 
on their inclusion in the 
launch group, so business 
optimism has increased. 
Their economies have gained 
momentum, jobs are being 
created, construction is pick- 
ing up. real wages are 
increasing and people are 
beginning to get used to the 
novelty of low inflation. 

Both are experiencing a 
growth surge that has 
become diffi cult to quantify, 
with recent trends suggest- 
ing growth rates close to 3.5 
per cent this year. Some 
believe Portugal's rate will 
be higher, while the Spanish 
government is increasingly 
confident of surpassing its 
initial 3 per cent target, 
which many analysts consid- 
ered to be over-ambitious. 

The peseta and the escudo 
have been stable. Inflation 
bas fallen to levels not seen 
since the 1960s, and interest 
rates are at record lows. 
According to the harmonised 


rates published by the £U. 
Portuguese inflation, which 
started the decade at more 
than 13 per cent was down 
to the EU average level of 1.6 
per cent in June. Spain's, 
reduced to 1.4 per cent by 
this measure, his been run- 
ning below that of Germany. 

Confidence, stronger now 
than at any time since tbe 
boom of the late 1930s when 
the Iberian countries were 
new EU members, has 
spread to consumers, 
encouraged by the price 
trend and less tempted to 
save. Domestic demand has 
been taking over as the driv- 
ing force behind growth, led 
up to now by exports. 

Never have the two coun- 
tries been so closely in tune 
i with the main economies of 
Europe, or with each other. 
Both have changed govern- 
ments in the past two years, 
with Portugal swapping a 
centre right government for 
a Socialist one. and Spain 
the other way around. Nei- 
ther the Aznar government 
nor the Guterres govern- 
ment in Lisbon has an out- 
right parliamentary major- 
ity. but in neither Instance is 
the aim of joining monetary 
union contested by the main 


opposition party. And in nei- 
ther case does the opposition 
appear anxious for an early 
general election, with the 
economy doing so well 

However, there are clouds 
on the horizon. Although 
inflation looks likely this 
year to remain within the 
range needed to qualify for 
Emu. there are signs of a 
resurgence. The future 
admission of central and 
eastern European countries 
to the EU. although backed 
by both governments, raises 
concern about the future 
flow of structural funds from 
Brussels, which have played 
an important role up to now. 
and about increased compe- 
tition. There is also the chal- 
lenge to be faced of trade 
liberalisation, especially for 
Portugal, still relying 
heavily on traditional 
labour-intensive industrial 
sectors such as textiles and 
footwear. 

At the same time, eco- 
nomic observers in both 
countries believe that deeper 
structural reforms in govern- 
ment spending, especially In 
the sensitive sectors of pub- 
lic health and social secu- 
rity. are overdue. The Mad- 
rid and Lisbon governments 


are not keen to tackle such 
potentially explosive issues 

until alter Spain and Portu- 
gal are safely inside the sin- 
gle currency, to avoid any 
upset that could affect senti- 
ment in the financial mar - 
kets in the run-up to next 
spring's decision on euro 
membership. It has therefore 
become all the more impera- 
tive for them that the final 
phase of monetary union 
should start on time in 1999. 

The remaining questions 
about qualification focus on 
budget outcomes for this 
year, with Spain aiming to 
meet the target 3 per cent of 
gross domestic product and 
Portugal hoping to come just 
under at 2.9 per cent. Nei- 
ther country will be able to 
meet the objective for public 
debt - a maximum 60 per 
cent of GDP - but the Emu 
conditions allow some lee- 
way as long as debt ratios 
are coming down. Portugal 
aims for a 64 per cent level 
at the end of the year, com- 
ing below 60 per cent in 2000. 
Spain says its overall debt 
should fall to just over 68 per 
cent, after increasing to 
almost 70 per cent last year, 
although it has no early 
prospect of reaching the tar- 
get level. Curiously, when 
the Maastricht treaty was 
signed in 1991, this was the 
only one of the criteria that 
Spain met. 

Budget figures to July 
show a 25 per cent reduction 


in tbe central government 
deficit, suggesting that Spain 
is on target if regional and 
social security figures turn 
out as expected. Rodrigo 
Rato, finance minister, is 
optimistic that next year's 
outcome could be below the 
forecast 2J> per cent rate. 

In contrast to its earlier 
lax spending record, Portu- 
gal has shown a steadier 
trend in deficit reduction in 
recent years, usually coming 
below the government's own 
forecasts, including last year 
when the shortfall was 4 per 
cent of GDP. 

Portugal, the poorest of all 
the EU countries apart from 
Greece, is considered to have 
at least as good a chance as 
Spain of being included. The 
worst scenario for the Portu- 
guese would have been to 
find themselves left out on 
the hinge while their Span- 
ish neighbours joined. This 
possibility now appears to be 
ruled out. It would even, 
according to Antonio Sousa 
Franco, Portugal's finance 
minister, be “politically via- 
ble" to join the euro in the 
absence of Spain, although 
many observers doubt if that 
would be a realistic option. 

According to a recent 
Goldman Sachs report, if 
Emu starts an tim*> in 1999, 
“Portugal is a strong candi- 
date to be among the coun- 
tries participating from the 
beginning, regardless of 
what other southern Euro- 
pean countries do”. 

But it is difficult to predict 
what would happen if Emu 
were delayed. With minority 
parties on both left and right 
opposed to Maastricht, the 
Lisbon government fears a 
setback would undermine 
public support for Europe. 
Spanish authorities are 
equally worried about poten- 
tial “serious and damaging" 
fall-out. Central bank offi- 
cials say a delay would be 
likely to affect "peripheral” 
countries more than the 
larger economies, and could 
bring a relaxation of the pol- 
icies which have so far 
proved so successful 

Car sales 


Continued from page 9 


mist at Lehman Brothers in 
London, also warns that the 
used-car scheme and any 
plans to boost construction 
can only work over a limited 
period. "Schemes such as 
these merely reshuffle the 
stream of GDP from the 
medium-term to the 
short-term,” he says. “They 
aim to change tbe profile of 
GDP to make the govern- 
ment’s tough budgetary 
medicine more politically 
palatable.” 

But the main reason for 
caution is that growth is 
bound to be inhibited by the 
government's squeeze on 
public spending - and the 
high taxes that are needed to 
bring down tbe budget defi- 
cit if Italy is to qualify for 
European monetary union. 
At the same time, tbe Bank 
of Italy is operating a cau- 
tious monetary policy, with 
real short-term interest rates 
remaining well above those 
of its main European part- 
ners. 

This year's austerity bud- 
get - complete with a one-off 
euro tax - is removing 
almost 4 per cent of GDP 
from the economy as part of 
Mr Prodi's effort to reduce 
the deficit to 3 per cent of 
GDP in line with the Maas- 
tricht convergence criteria. 

These measures will be 
compounded by another dose 
of austerity in the 1998 bud- 
get to be presented to parlia- 
ment at the end of this 
month. This aims to remove 
another Ll^OObn from GDP 
over the next year, with cor- 
rective measures totalling a 
further L25,000bn. 

Or all these cuts, some 
LlO.OQQbn will come on the 
revenue side - the bulk from 
changes in value added tax. 
On the spending side, the 
government is committed to 
finding most of the remain- 
ing Ll5.QQ0bn from struc- 
tural cuts in pensions and 


Finland is keen to 
join Emu from 
the start but two 
others prefer to 
wait and see 

Anyone who tends to view 
the Nordic countries as a 
bloc will have an opportu- 
nity to revise this opinion as 
the implementation of 
Europe’s common currency 
area approaches. 

Of tbe five Nordic coun- 
tries (Denmark, Finland, Ice- 
land, Norway and Sweden), 
only one, Finland, plans to 
join the European, economic 
and monetary onion (Emu) 
from the start Iceland and 
Norway are not members of 
the European Union, so tbe 
option does not arise. 

Denmark obtained an opt- 
out from the Emu following 
tbe electorate’s rejection of 
the Maastricht treaty in a 
referendum in 1992. This and 
three other opt-outs were the 
basis for holding a second 
referendum in 1993. when 
the treaty was finally 
endorsed. 

Denmark's opt-out is uni- 
lateral It can be changed at 
any time by the Danes them- 
selves. But the country's pol- 
iticians have promised that 
it will not be changed with- 
out holding a referendum. 
Tbe government of the day 
is unlikely to bold a referen- 
dum on the issue until it is 
sure it can win, which sug- 
gests that a vote is unlikely 
to take place until Emu has 
proved itself a success and 
that Denmark, bas nothing to 
gain by staying out 

The determination of the 
Finnish government to make 
Finland a founding member 
of Emu is based primarily on 
political considerations. This 
is best understood against 
the background of the cold 
war years, when Finland's 
every move was carefully 
calculated against possible 
Soviet objections. Member- 
ship of the EU was not an 
option until the Soviet Union 
collapsed. Membership in 
1995, following a 1994 refer- 
endum, marked a decisive 
shift in the country's foreign 
policy. 

Emu membership is an 
extension of the shift which 
took place then. Paavo Lip- 
ponen. the prime minister, a 
Social Democrat who heads 
a five-party “rainbow” coali- 
tion, argues with force and 
determination that by join- 
ing the Emu at the outset 
Finland will maximise its 
political influence, more par- 
ticularly in relation to 
Finland’s influence on 
developments in its own 
region. 

While Mr Lipponen and 

boost 


from general welfare provi- 
sion. 

As expected, pension 
reform has emerged as the 
most sensitive political issue 
facing the government this 
autumn. Mr Prodi must 
forge an agreement with his 
coalition partners and the 
country's main trade unions 
by the end of this month. 

Mr Prodi's government 
remains confident of achiev- 
ing the 3 per cent deficit tar- 
get in 1997. The second half 
of the year traditionally sees 
more Treasury disburse- 
ments than occur in the first 
half - and it may be that the 
target can only be met if 
Carlo Azeglio Ciampi, the 
treasury minister, exercises 
a firm clamp on spending 
over tbe next few months. 

A similarly austere 
approach to policy can also 
be expected from Antonio 
Fazio, the Bank of Italy gov- 
ernor, who will probably 
maintain his highly cautious 
approach to interest rate 
reductions. Although infla- 
tion dropped well below 2 
per cent earlier this year, the 
central bank held out until 
the end of June before con- 
ceding a 50 basis point cut to 
6425 per cent in tbe bench- 
mark discount rate. 

There are several reasons 
why such prudence should 
continue. One is the bank's 
fear that the trend in wage 
inflation is still twice as 
strong as it is in other sec- 
tors. But Mr RadaeUi of Leh- 
man Brothers believes that 
the Bank will now be con- 
cerned by the second quarter 
growth figures and the infla- 
tionary impact of this. 
Above all, Mr RadaeUi 
believes the bank; will want 
to monitor the progress of 
the 1998 budget plan through 
parliament in the last three 
months of this year - and 
will want to see that fiscal 
restraint is sufficiently tight 
to Warrant a si gnificant eas- 
ing in policy. 


his government are leading 
their country forward some- 
what in advance of public 
opinion (which divides fairly 
evenly for and against the 
Emu). Sweden’s Soda! Dem- 
ocratic Party prime minister. 
Gtiran Persson, avows that 
he will not take Sweden into 
Emu until it is clear that the 
Swedish people support the 
decision. 

At present, the opinion 
poll evidence is that a major- 
ity of the Swedes are not 
only against Emm they are 
against the EU altogether, in 
contrast to Denmark, how- 
ever, Mr Persson would pre- 
fer the decision to be taken 
by the Riksdag rather than 



GOran Persson: wffl wait for the 
people to support Emu 


by a referendum of the 
people. 

His government has 
-decided that Sweden will not 
participate in Emu at the 
start. The decision is 
described in Sweden as "No, 
not yet", as opposed to out' 
right rejection of member* 
ship of the Emu for the fore- 
seeable future. 

Emu membership requires 
some modifications to Swe- 
den's constitutional law, and 
such changes must be 
approved twice, once before 
a general election to the 
Riksdag and again by the 
newly-elected Riksdag. • If 
Sweden, therefore, decides 
that membership is, after ah, 
in the interests of tbe coun- 
try. a decision to join could 
probably not be taken until 
after the 2002 election at the 
earliest. 

The differences in the Nor- 
dic regimes may have lim- 
ited significance in practice, 
either on relations between 
the Nordic countries them- 
selves or between them and 
the Emu participants. 

The "outs" are expected to 
try to maintain a stable 
exchange rate against the 
euro, although the mechan- 
ics of this will not be decided 
until there is a European 
Central Bank with which 
Nordic governments can 
negotiate. 

However, convergence of 
Nordic short-term interest 
rates and bond yields 
towards the German equiva- 
lents over the past two years 
indicates that the markets 
expect a stable relationship 
between the Nordic curren- 
cies and the euro. 

At the macro-economic 
level, however, a stable rate 
against the euro implies that 
the countries concerned will 
pursue economic policies 


which are compatible with a 
stable exchange rate. There 
are some differences in the 

position of these countries. 

Iceland, crucially depen- 
dent on the vagaries of fish 
gtocks and fish prices, may 
not have much to gain from 
a stable exchange rate 
regime against tbe euro. 

Denmark has made a 
strong political commitment 
to exchange rate stability 
since 1982. This is reflected 
by the fact that Denmark 
and Luxembourg are tbe 
only two EU countries which 
already meet the Maastricht 
convergence criteria. 

Norway's position is com- 
plicated by the enormous 
income being generated by 
its offshore oil and natural 
gas resources, which have 
generated large budget and 
current account surpluses 
and turned Norway into a 
net creditor nation. 

A basic tenet of govern- 
ment policy is to prevent tbe 
oil wealth from leading 
either to an appreciation of 
the krone, which would 
knock out the export and 
import-competing sectors of 
mainland manufacturing 
industry, or to a resurgence 
of inflation, which would 
have the same effect by a 
different route. 

The government has mobi- 
lised a combination of fairly 
tight fiscal policy, wage mod- 
eration through incomes pol- 
icy, and a monetary policy 
aimed at exchange rate sta- 
bility against European cur- 
rencies, to achieve its inten- 
tions, so far successfully. 

The pressure of oil and gas 
revenues on the domestic 
economy is being relieved by 
placing the bulk of tbe reve- 
nues in the State Petroleum 
Fund for investment in for 
eign financial assets. 

The yield from the fund's 
investments will be used to 
sustain the generous welfare 
system as oil and gas reve- 
nues begin to fall some time 
after the turn of the century 
and the age structure of the 
population places serious 
strains on the budget in the 
second quintile of the next 
century. 

Sweden, too, is committed 
to meeting the convergence 
criteria, even if it does not 
intend to join the EMU as 
yet But the country's com- 
mitment to a stable 
exchange rate is relatively 
new. Both in Sweden itself 
and outside there are those 
who continue to have t heir 
doubts about the strength of 
the commitment. 

In Norway and Finland, 
business people from time to 
time express tbe fear that if 
Sweden runs into current 
account and budget prob- 
lems next time there is a 
recession, the government 
may once again be tempted 
to allow the krone to depre- 
ciate, to the detriment of 
industrial competitors in the 
neighbouring countries. 

The idea is vehemently 
rejected by Erik Ashrink, the 
finance minister, whenever 
it is voiced, but he will have 
to continue to demonstrate 
the credibility of his commit- 
ment by the policies he (or 
his successors) pursue over 
the next few years before the 
doubts are finally removed. 
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WITHOUT THE RIGHT COVERAGE, YOUR COMPANY GAN BE FLATTENED BY A TRAIN THAT'S STANDING STILL 


(COIN) program limits the 
r risks with financial 

commodities, foreign exchange and interest rate fluctuations. 

access to an unparalleled 


For instance, our Commodity-Embedded Insurance 

clients by joining traditional insurance 


akes is a rail strike, a streak of bad weather or a sudden change in an exchange 
ur company's bottom line can sustain a major injury. So businesses require 
can anticipate and protect against multiple risks with innovative solutions, 
isk Finance is that partner. With our financial resources, insurance underwriting 

rkets expertise, we can bundle together risks other financial institutions can t gJ 

len AlG Risk Finance combines a company s 
ram, the integrated coverage can create effic 
traditional forms of risk management 


earnings per share impact for our 
exposures like primary i 

AIG Risk Finance, a divisii 
;lobal network, with operations in 
tions worldwide. And we have top 
there to help your business stay on 
right track. 
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Globalisation means bigger markets and tougher 
competition for industry and finance. Many banks have 
been steadily expanding their investment banking 
operations with acquisitions in Europe and the US, and in 
aerospace the merger of Boeing and McDonnell Douglas 
has created a dominant global company. Germany's 
Mittelstand has global leaders in niche markets, while what were once 
quintessentially domestic utilities are now often foreign-owned. 

GLOBALISATION * by Stefan Wagstyl 

Not a one-way street to 
a successful future 


Globalisation is 
one of tiie 
catchwords of the 
modem corporate 
world 

When Boeing and McDonnell 
Douglas, the US aircraft 
makers, completed their 
Sl3.3bn merger last month, 
Philip Condit, the combined 
group's drier executive said: 
“We are moving, I think, 
inexorably towards a global 
economy." Globalisation is 
one of the catchwords of the 
modem corporate world. 
Many companies want to be 
global, but few have 
achieved that elusive goal. 

World markets are grow- 
ing ever larger as the world 
economy grows, powered 
mainly by the rapid expan- 
sion of emerging countries 
in eastern Asia and else- 
w here. As barriers to 
exports, imports and invest- 
ment come down with 
deregulation and with the 
advance of communications 
technology, so world trade is 
increasing even faster than 
the rate of economic growth. 
It creates opportunities for 
those companies which oper- 
ate most efficiently on the 
global canvas. 

However, with the growth 
of opportunity comes growth 
in competition. Even though 
the economic cake is bigger 
than before, more companies 
than ever are fighting for 
their slice. Moreover, eco- 
nomic expansion is being 
accompanied by a surge in 


the pace of economic and 
technological change which 
is breaking established pat- 
terns of doing business, put- 
ting unprecedented pressure 
on companies to respond fas- 
ter to commercial threats 
and opportunities. 

Industries which are 
already global - such as 
electronics and motors - are 
constantly having to widen 
their horizons, watching for 
new markets and new rivals. 
Industries which have tradi- 
tionally enjoyed domestic 
protection - such as tele- 
communications and power 
- are finding that deregu- 
lation is exposing them to 
international competition. 

The companies which took 
to globalisation first - going 
beyond exports to establish 
themselves in foreign mar- 
kets - were mainly manufac- 
turers. They mostly tried to 
take advantage of a clear 
technological lead over com- 
petitors or the strength of a 
brand, or a combination of 
both. Early technology-based 
globalisers included car- 
makers such as Ford Motor 
and General Motors of the 
US. followed later by Japa- 
nese competitors, and elec- 
tronics groups, led by Ameri- 
can and subsequently by 
Japanese manufacturers. 
Pioneers of brand-based glo- 
balisation include Coca-Cola 
and its arch-rival Pepsi, the 
US soft drinks groups, and 
Unilever, the Anglo-Dutch 
foods and household prod- 
ucts company. 

Today, companies in ser- 
vices are establishing them- 


selves in global markets, 
notably leading US invest- 
ment banks in investment 
banking, and American 
Express in. consumer card 
finance. They are being fol- 
lowed by utilities companies, 
with no fewer than seven 
British regional electricity 
companies having fallen into 
the hands of American own- 
ers. with an eighth takeover 
planned if the British regula- 
tory authorities allow. 

Keith Burgess, a managing 
partner at Andersen Con- 
sulting, the management 
consultancy, says: “Globali- 
sation takes place on many 
fronts, including the globali- 
sation of assets, sharehold- 
ers. personnel, organisations 
and value chains.” But he 
warns that globalisation 
should not be an end in itself 
but aimed at creating value 
for shareholders. “Some 
companies have put in major 
globalisation programmes, 
creating new organisations, 
which did not deliver share- 
holder value.” 

Companies which globalise 
need to use their competitive 
advantage - technological 
lead, brand name, or organi- 
sational stents - to establish 
themselves in overseas mar- 
kets. They can do this 
through setting up their own 
subsidiaries, buying existing 
local companies, or through 
alliances. 

Some companies prefer 
internally-generated expan- 
sion, others seem to profit 
from acquisitions. For exam- 
ple. the leading motor manu- 
facturers have expanded 


mainly without acquisitions. 
By contrast, leading pharma- 
ceuticals groups have in the 
past few years consolidated 
their positions with mergers 
such as the Glaxo-Wellcome 
deal in the UK. 

Expansion into developing 
countries presents particular 
challenges. Sometimes, as in 
India and China, there are 
legal and political barriers to 
establishing 100 per cent for- 
eign-own ed subsidiaries, so 
multinationals establish 
joint ventures or partner- 
ships with local companies. 

Elsewhere, as in Latin 
America, the formal barriers 
may be lower, but sane mul- 
tinationals still see advan- 
tages in teaming up with 
local companies. Such alli- 
ances are often an effective 
way for the multinational to 
learn about local conditions 
and secure a distribution 
network. But over time, the 
advantages of the local part- 
ner tend to diminish as the 
multinational acquires 
in-house knowledge of local 
conditions. So tensions 
emerge. Sometimes partner- 
ships break up. Often the 
foreign company takes effec- 
tive control by increasing Its 
stake in the venture. 

But despite the managerial 
diffirnh-jpg competitive pres- 
sures are likely to force 
more ramparrips to think of 
their businesses in global 
terms. Even those that 
decide to continue concen- 
trating most of their 
resources on their home 
markets are not immune to 
globalisation. They are find- 
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markets. This also has to do with our first-rate 
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come easily to us but are 
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Altar the $1<L3bn merger of Boeing and McDonnell Phffip Condtt sakt We ere moving inexorably towards a global economy* 


lug that other companies are 
breaking into their domestic 
markets. This is true, for 
example, in 

tions, where alliances are 
rapidly springing up 
between utilities in different 
countries. Those that do 
nothing are finding them- 
selves isolated in the contest 
to secure the best partners. 

Mr Burgess of Andersen 
Consulting says that because 
of the way markets are 
changing, those companies 
that are able to co-operate 
with others will see condi- 
tions moving in their favour. 
The speed with which busi- 
ness is now changing 


because of technological and 
economic changes means 
that companies wlD struggle 
to do everything on their 
own. 

Moreover, the speed of 
change shows every sign of 
accelerating. Moore’s Law, 
set out by Gordon Moore, a 
co-founder of Intel, the US 
microprocessor maker, says 
that the capacity of a micro- 
chip doubles every 18 
months. So far. Mr Moore 
has been right and there is 
little reason to expect that 
.his rule will suddenly fail 

Since innovation in infor- 
mation technology tends to 
spur innovation in other 


activities - such as pharma- 
ceutical research or vehicle 
development — few compa- 
nies can afford to ignore the 
challenge. Even markets for 
low-technology products are 
affected- 

Because improvements in 
information technology lead 
to better international com- 
munications, they can accel- 
erate the speed with which 
brands can be introduced 
into different markets 
around the world. With the 
help of global advertising, 
some relatively new brands 
have rapidly established an 
international presence 
including Donna Karan, the 


New York-based owner of 
the DKNY label which is 
only 12 years old. 

However, long-term suc- 
cess is not guaranteed. 
Laura Ashley, the British 
fashion retailer, has failed to 
build a strong international 
brand. Also, local brands can 
often survive even the 
toughest competition from 
well -finan ced international 
groups. For example, in 
India, millions of consumers 
still choose Thums Up. the 
local cola, despite the com- 
peting attractions of Coca- 
Cola and Pepsi-Cola. 

Globalisation is not a 
one-way street to success. 


MITTELSTAND* by Graham Bowfey 


Industry's hidden winners 


These companies 
have provided the 
impetus behind 
Germany's 
economic growth 

Germany’s economic 
success, especially in the 
period since the second 
world war, owes a lot to the 
Mittelstand, the network of 
about 3m small- to medium- 
sized companies, mainly in 
manufacturing. which 
account far half of the coun- 
try’s industrial turnover, 
about two thirds of its jobs 
and four out of five of its 
apprenticeships. 

Secretive by nature, usu- 
ally employing no more than 
100 people, and mostly fami- 
ly-owned, these companies 
have provided the real impe- 
tus behind Germany’s 
exports, economic growth 
and jobs. Their success has 
been due to innovative, high 
quality products, superior 
follow-up service and punc- 
tual delivery and repair ser- 
vices. They have often 
gained their drive from the 
focused vision of a strong- 
willed founder who main- 
tains control of most aspects 
of the business and com- 
mands great loyalty from 
employees and customers. 

Less well known than the 
big German conglomerates — 
such as Daimler-Benz or Sie- 
mens - several have never- 
theless established positions 
as global leaders in niche 
markets. Many Mittelstand 
companies have a market 
share in their chosen sector 
of between 70 per cent and 
90 per cent - a figure of 
which many bigger compa- 
nies can only dream. They 
have been described as Ger- 
many’s “hidden champions”. 

And their success in west- 
ern Germany highlights the 
painful deficiencies of east- 
ern Germany where no Mit- 
telstand was allowed to 
develop under the commu- 
nist regime. Hie east is now 
suffering from chronic levels 
of unemployment, largely 
because of the lack of small- 
to medium-sized companies. 

But the German Mittel- 
stand is under threat, from 
several different sources. It 
is changing in nature. This 
experience of transition in 
the most successful of the 
small-to-medium-sized com- 
pany sectors in Europe holds 
important lessons for other 
European countries. 

One problem is that the 
Mittelstand faces stagnation 
in its domestic market 
owingto the weak state of 
the German economy. This 
situation is exacerbated by 
Germany’s high costs, puni- 
tive taxes, tight regulations 
and bureaucracy. For t he se 
reasons, many of Germany’s 
smaller companies are mak- 
ing a renewed push towards 
international expansion, but 
in many cases without suffi- 
cient resources. Several are 
proving highly successful in 
global expansion, but this 
process is nevertheless 
changing the nature of the 
Mittelstand. 

A second potential threat 
is European economic and 
monetary union. The intro- 
duction of the single cur- 


rency, scheduled to begin in 
1999, holds out the prospect 
of the Mittelstand being out- 
paced by bigger companies 
who are better able to grasp 
the opportunity of expansion 
across Europe. 

According to recent sur- 
veys, the majority of Ger- 
many’s smaller companies 
reject Emu - in large part 
because of the high practical 
costs with which the transi- 
tion to the single currency 
win burden thurn. One prob- 
lem is that they will now 


Mittelstand in Europe 


sidiaries to concentrate on 
“core business”. 

Another solution to the 
succession problem has been 
to p ass the business on to a 
group of managers. Some 
companies have invited pro- 
fessional manage rs into CO- 
executl ve positions - a new 
development since outsiders 
have traditionally been 
reluctant to join companies 
where the owners are prone 
to interfere. But one result 
of this h»s been that many 
companies are losing their 
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have to sharply differentiate 
their goods in different coun- 
tries if they wish to continue 
to sell products at varying 
prices in separate markets. 

But perhaps the most 
pressing problem originates 
from within the Mittelstand 
itself - the problem of suc- 
cession. 

Many company founders, 
who started their businesses 
In the aftermath of the sec- 
ond world war. are now 
nearing retirement age. Sev- 
eral of the companies are 
beginning to look tired and 
outdated, with slow product 
development and little inno- 
vation. Many have the prob- 
lem that the sons and daugh- 
ters of the founders do not 
wish to carry on the busi- 
ness - and there is the dan- 
ger that those that do are 
less focused, less motivated 
and less entrepreneurial 
than the older generation. 

According to Brun-Hagen 
Hennerkes, a professor at 
the University of Stuttgart 
and an expert on the. Mittel- 
stand, about 700,000 fomily- 

owned companies will be 

looking for new owners over 
the nest 10 years. The sheer 
size of this change-over 
means the structure of the 
Mittelstand looks set to alter 
radically. 

Many of the companies 
which have already changed 
bands have been sold out- 
right, either in a trade sale 
or a management buy-out 
(MBO). The German MBO 
mariiet is at present exper- 
iencing unprecedented 
growth, with strong internet 
from foreign investors from 
the UK and US. Last year it 
was the biggest in continen- 
tal Europe for the first time, 
surpassing even France - 
although it was also boosted 
by developments at the 
Opposite end of the market 
as some of Germany’s big- 
eest cqmpauiec spun off sub- 


distinct characteristics as 
the new managers then 
attempt to emulate the quali- 
ties of bigger companies by 
adopting their managerial 
structures. 

According to Mr Hen- 
nerkes, the most important 
reason for the success of the 
Mittelstand has been their 
family-owned managerial 
structure. This form of 
organisation led to a strong 
relationship between work- 
ers and owners and a fiat 
hierarchical structure 
which, in turn, encouraged 
greater worker motivation 
and led to a high degree of 
flexibility and innovation 
with lower unionisation 
less bureaucracy. 

But Mr Hennerkes is opti- 
mistic about the future of 
the Mittelstand. He thinks 
that while many traditional 
Mittelstand companies will 


change, new companies, 
many of which will be in the 
fast-growing high-technology 
sector, will take their place 
to create a new Mittelstand. 
Meanwhile, he thinks the 
problem of succession also 
bolds out advantages: it 
wpany that in many cases 
tired and old companies will 
now be passed on to a 
younger, better-educated 
generation which is more 
prepared to embrace change. 

“The Mittelstand will in 
fact become increasingly 
important. If Germany is to 
have new jobs, these will 
come from smaller compa- 
nies. The bigger companies 
are not creating jobs.” he 
said. 

According to Mr Hen- 
nerkes, many of Germany’s 
traditional Mittelstand com- 
panies were held back by a 
lack of willingness to pursue 
international expansion and 
an unreadiness to tap capital 
markets - which led in 
many cases to chronic 
undercapitalisation. 

But this is changing. Com- 
panies are becoming more 
prepared to enter the global 
stage. Part of the problem 
before was an unwillingness 
to submit to the outside 
inspection that most stock 
exchanges require, as well 
an uneasiness with cross- 
border practice such as 
international tax laws. In 
addition, the capital markets 
for small- to medium-sized 
companies were very undev- 
eloped, especially in Ger- 
many.. 

But companies are becom- 
ing more prepared to accept 
international standards, for 
example in accountancy. In 
addition, markets for smaller 
companies are becoming 
more developed — the Neuer 
Markt, a market segment 
devoted solely to Germany's 
small but fast-growing com- 
panies, has enjoyed substan- 
tial success in its first year 
of existence. Accor ding to 
Mr He nne r kes. around 2^00 
Mittelstand companies now 
qualify to float on the stock 
exchange, although It is 
important to remember this 
is still only about one tenth 
of 1 per cent of all Mittel- 
stand companies. 
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Heads of Government from Australia, Barbados. Canada, 
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Commonwealth Heads of Government Meeting (CHOGM). An 
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Holdings, New Africa Investments, Singapore Power and 
Transfield Defence Systems. ‘ 
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Fax: (+44) 171 8962696/2697 
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Privatisation is an 
irreversible trend 


Boeing's domination of the large aircraft sector I 


Airbus with little room to manoeuvre 


AEROSPACE * by Michael Skapinker 


Merger challenges rivals 


The enlarged 
Boeing aerospace 
group has an 
order book of 
$100bn 

When Philip Condit, 
chairman of Boeing of the 
US, told his staff last month 
that they had just witnessed 
an historic event, he was not 
indnigingr in the usual corpo- 
rate hype. 

Boeing's absorption of 
McDonnell Douglas, also of 
the US, on August 4 uxzs an 
historic occasion, which has 
left competitors pondering 
how to deal with the chal- 
lenge. 

The Boeing-McDonneU 
Douglas merger creates the 
biggest aerospace and 
defence company the world 
has seen. The enlarged 
group has an order book of 
SlOObn and 220,000 employ- 
ees. 

While some administrative 
employees will lose their 
jobs in the new Boeing, Mr 
Condit does not expect over- 
all staff numbers to fell: this 
is one of the advantages of 
completing a takeover when 
orders are strong and air- 
craft production is rising. 

For Boeing’s competitors 
in both the civil and the mil- 
itary aerospace sectors, the 
outlook is more worrying. 
Airbus Industrie, the Euro- 
pean consortium which is 


now Boeing’s only substan- 
tial civil aircraft rival, 
strongly supported the Euro- 
pean Commission’s drive to 
impose tough conditions on 
the merger. 

• Karel Van Mart, the Euro- 
pean Union competition 
commissioner, said he would 
veto the takeover unless 
Boeing agreed to substantial 
modifications to the deal. 
Boeing decided that it had 
no choice but to comply. 

Boeing managed to per- 
suade the Commission that 
it could not sell Douglas Air- 
craft. the McDonnell Do uglas 
civil aircraft business, 
because there were no buy- 
ers. Instead. Boeing agreed 
to publish separate accounts 
for Douglas. 

Boeing also agreed to 
make McDonnell Douglas 
defence patents available to 
licensees. Third, and most 
galling to Boeing, it agreed 
to revoke exclusivity clauses 
in 20-year simply deals It had 
agreed with three US carri- 
ers - American, Delta and 
Continental Airlines. 

Boeing, which is the 
world’s biggest maker . of 
civil aircraft, had strongly 
resisted giving in on this 
point, arguing that these 
were deals between US com- 
panies and Brussels bad no 
right to interfere. But faced 
with the prospect of the 
merger being declared illegal 
in Europe. Boeing conceded 
on this, too. 


Do Boeing’s concessions 
leave Airbus in a stronger 
position? Probably not Mr 
Condit has made it clear that 
having to keep separate 
accounts for Douglas Air- 
craft will not stop Boeing 
taking whatever derisions it 
wishes about -the fixture of 
the McDonnell Douglas air- 
craft. Most of the Douglas 
aircraft will probably be dis- 
continued. although Mr Con- 
dit has said that will depend 
on what airlines want 

The agreement to make 
military technology avail- 
able to licensees is also 
unlikely to count for much. 
The US government wOJ not 
allow sensitive technology to 
pass into foreign hands. 

The third concession, the 
revocation of the exclusivity 
clauses, might prove more 
important if only because 
airlines can change their 
buying decisions over 20 
years. It is possible that dur- 
ing that time, the three air- 
lines mi gh t decided to buy 
from Airbus, but that will 
depend on the consortium 
being able to offer the right 
aircraft at attractive prices. 

To achieve this, Airbus 
needs to ensure it has a suf- 
ficiently wide range of air- 
craft to compete with Boe- 
ing, and that it can match 
the US group's costs and lev- 
els of customer service. 

The problem with Airbus's 
range of aircraft to that it 
has, until now. had no prod- 


uct big enough to compete 
with the 400-seat Boeing 747. 
This has given Boeing a 
monopoly in the large air- 
craft sector, allowing it to 
charge full prices for these 
aircraft and lower prices for 
its products that compete 
directly with Airbus's. 

Airbus has already begun 
to address this problem, 
armnuntrlng that it plans to 
build the A340-600. a 380-seat 
aircraft to compete with 
smaller versions of the Boe- 
ing 747. It has found two cus- 
tomers for the four-engined 
aircraft - Virgin Atlantic of 
the UK and Air Canada. 

Airbus also plans to build 
a 550-seater aircraft, provi- 
sionally called the A3XX, 
bat has yet to find enough 
customers to make this air- 
craft commercially viable. 

Daimler-Benz Aerospace 
(Dasa) of Germany and Brit- 
ish Aerospace, two of the 
partners in Airbus, believe 
the consortium needs to 
become a profit-making lim- 
ited company if it is to lower 
its productions costs and 
improve customer service. 
At present, it is a non-profit 
consortium. However, Aeros- 
patiale of France, the third 
large partner, disagrees with 
BAe and Dasa over bow the 
consortium should be 
changed, delaying progress. 

Defence competitors have 
also had to consider how to 
compete with the enlarged 
Boeing, which is now the 


GLOBAL INVESTMENT BANKING • by John Gapper 


Doubts cloud ambitions 


There is likely to 
be a shake-out 
among contenders 
for the top rank of 
global banks 

For most of the 1990s, the 
main question facing the 
world’s largest banks in rela- 
tion to investment banking 
activities was whether they 
would be able to expand fest 
enough in the field to match 
their ambitions. But this 
question has now been 
joined by other, sharper, 
uncertainties. 

For some banks - most 
notably National Westmin- 
ster Bank of the UK - the 
volatility of investment 
banking earnings, and the 
difficulties inherent in man- 
aging such businesses, have 
made them question earlier 
ambitions. They now talk 
more cautiously about what 
they want to achieve. 

NatWest’s re-casting of its 
ambitions for NatWest Mar- - 
kets, its investment banking 
arm, follows a series of 
reverses that were sparked 
by the discovery that its 
interest rate options book 
had been overvalued by 
£77m. They culminated_ in 
the resignation of the head 
of the investment bank. 

Other European banks 
have taken note of the wari- 
ness with which institu- 
tional investors have come 
to regard investment bank- 
ing compared with their core 
activity of retail banking. 
ABN Amro, the Dutch bank, 
was recently guarded about 
its ambitious to expand in 
investment banking. 

Yet not all European or US 
banks have lost the ambition 
to compete with the giants of 
investment banking, such as 
Goldman Sadis and Merrill 
Lynch. The past year has 
seen a continuing flow of 
deals in .which banks have 
attempted to consolidate 
their position among the top 

global operators. 

The Swiss banks, whose 



Zurich: the Swiss banks have 


domestic retail banks are 
much less profitable than 
their UK counterparts - have 
been among the most expan- 
sionist Having bought S.G. 
Warburg Group in May 1996, 
Swiss Bank Corporation 
expanded its north American 
presence in May by buying 
Dillon Read. 

In addition to growth 
through acquisition, several 
European banks have sig- 
nalled the growing impor- 
tance of investment banking 
by amalgamating their inter- 
national corporate lending 
operations with their invest- 
ment banks. Credit Suisse 
First Boston this year 
became the Swiss bank’s 
combined entity. 

Furthermore, European 
banks have been attempting 
to claim a bigger share of 
the Tokyo asset manage- 
ment and broking markets 
by farming alliances with 
Japanese banks. Again, SBC 
has been among the leaders 
in the field by striking an 
$850m alliance with Long 
Term Credit Bank of Japan 
this summer. 

In the US, the long-antici- 
pated breaking down of bar* 
tiers between the banking 
and securities industries has 
not yet led to one of the larg- 
est investment banks being 
bought However, deals such . 
as Bankers Trusts purchase 
of Alex Brown & Co are sig- 
nals of possible future con- 
solidation. 


among the most expansionist 


The most obvious trend in 
US acquisitions has been the 
wave of purchases of smaller 
investment hanks specialis- 
ing in the technology sector. 
Bank of America’s acquisi- 
tion of Robertson Stephens 
has been followed by Cana- 
dian tm pnrifli Rank of Com- 
merce’s purchase of Oppen- 
behner & Co. 

Most European banks have 
preferred to expand gradu- 
ally in the US rather than 
risk a large acquisition. In 
particular. Union Bank of 
Switzerland and Deutsche 
Bank have tried to recruit 
specialists from other banks 
- notably in the technology 
sector - rather than buy a 
bank. 

Such strategies for expand- 
ing into investment banking 
have taken place against a 
mostly clement backdrop. 
The strength of markets 
from 1995 onwards led to a 
recovery from the reverses 
of 1994. While 1996 was a 
year of record profits. 1997 
has so far produced results 
outstripping even 1996. 

Yet, there is now consider- 
able nervonsDess about the 
future. Already the volatility 
in equity markets in the 
spring has led to setbacks 
among the proprietary trad- 
ing desks of several Wall 
Street firms. The broad 
losses in investment banking 
during 1994 are still fresh in 
many minds. 

Furthermore, the antipa- 


thy of many institutional 
investors toward investment 
banking as an activity has 
become stronger. One factor 
is that it is hard to retain 
traditional strengths - Mor- 
gan Grenfell’s advisory 
activities have suffered in 
the wake of its integration 
with Deutsche Bank- 

More broadly, there are 
concerns about the distribu- 
tion by investment banks of 
a substantial part of their 
profits to employees. Bonus 
levels have risen to the point 
where senior traders on Wall 
Street can expect annual 
remuneration of at least 
$25m - a substantial share of 
revenues. . 

This distribution of profits 
— which stems partly from 
the roots of many publicly- 
owned investment banks as 
partnerships - has reduced 
shareholder returns substan- 
tially. The returns have also 
been squeezed by a gradual 
narrowing of margins on 
activities such as equity and 
bond underwriting. 

Finally, there have been a 
number of individual upsets 
in London related to lack of 
controls over traders, which 
were exemplified by the col- 
lapse of Barings. These have 
not only attracted unwel- 
come publicity, but led to a 
belief that the expansion 
into Investment banking Is 
risky. 

For these reasons, it now 
seems likely that there will 
be some shake-out over the 
coming year among the con- 
tenders to join the top rank 
of global investment banks. 
If there is a serious down- 
turn in financial markets, 
cutbacks could also spread 
to the biggest and most solid 
firms. 

In the long nm investment 
banking activity appears 
eve: mare likely to be car- 
ried out by a relatively small 
number of global institu- 
tions, with other banks 
focusing on retail banking 
activities. The sheer costs 
and risks of becoming global 
in this field are becoming all 
too readily apparent • 


world's largest maker of mil- 
itary aircraft, too. The US 
industry has already been 
consolidating in an attempt 
to cut costs in the face of 
falling defence budgets. 
Lockheed Martin, itself the 
result of an earlier merger, 
has said it wants to buy 
Northrop Grumman, another 
US defence company. 

Europe's defence compa- 
nies, by contrast, are finding 
consolidation slow going. 
One of the obstacles is the 
French socialist govern- 
ment’s decision to put 
defence privatisation plans 
on hold. Even if these priva- 
tisations go ahead however. 
European governments’ 
insistence on retaining con- 
trol over their defence indus- 
tries will make consolidation 
difficult 

Airbus, however, needs to 
move more quickly. If the 
next year sees no progress 
on its plans to change its 
corporate structure, the con- 
cessions Boeing made to the 
European Commission will 
look even less significant 


The need for 
capital has forced 
governments to 
give up ownership 
of utilities 

One of the main threads in 
the development of interna- 
tional business daring the 
1990s has been the globalisa- 
tion of the utility industries. 
Once seen as quintessen- 
tial^ local industries provid- 
ing the essential services of 
power, light heat water and 
communications these indus- 
tries have found a global 
role in the 1990s. 

It Is a development with 
which governments through- 
out the world are still com- 
ing to grips, as they set lim- 
its to reflect the extent to 
which they are comfortable 
with private ownership, and 
often foreign control, of 
what many regard as essen- 
tial and in some cases, stra- 
tegic industrial services. 

However, the need for cap- 
ital, both in the developed 
and developing worlds, is so 
great that governments have 
had little choice but to with- 
draw from ownership of the 
“commanding heights’* of 
their economies and content 
themselves with what has 
been seen to be their more 
natural role, namely the 
rational economic regulation 
of utilities. 

The sales of the electricity 
supply system and the water 
and water waste manage- 
ment industry in Britain had 
as much to do with the free 
market beliefs of the 
Thatcher government as it 
had with the easing of the 
potential strains on the pub- 
lic finances that investment, 
particularly in water, would 
require. Similarly, the par- 
lous condition of the state 
finances of Victoria In Aus- 
tralia was the trigger for the 
successful sale, mostly to 
foreign buyers, of Victoria's 
electricity generation and 
distribution system. 

Few countries have been 
able to resist the winds of 
liberalisation that have 
swept throughout the world 


Anglo-Saxon countries may 
have led developments in 
the 1980s, but the desire to 
privatise and liberalise util- 
ity markets has now taken 
bold in Latin America and is 
mairing inmaris into central 
Europe. Next year the US 
embarks upon the liberalisa- 
tion of its predominantly pri- 
vately-owned $ 200 bn retail 
electricity market; in 
Europe, the European Union, 
very much the laggard in 
deregulation and reform, is 
taking halting steps towards 
electricity liberalisation. 

The pressure to open util- 
ity markets to private own- 
ership and competition 
seems set to gather pace. 
This week, PowerGen, the 
big UK generator, released 
the findings of an energy 
market study by Oxera, the 
Oxford-based energy consul- 
tant. Oxera peered Into its 
crystal ball to estimate what 
the world could be like in 
2020, if the rate of growth in 
energy demand over the past 
10 years does not slow down. 

The finding s are thought- 
provoking. By 2020 the world 
could be consuming twice as 
much energy as it is today. 
In this scenario electricity 
production could treble. The 
investment needed to sup- 
port that growth, in today's 
money, would be $3,000bn. 
This alone leads Oxera to 
conclude that “liberalisation 
of energy markets will con- 
tinue and accelerate”. 

The opening of once closed 
markets has caused a trans- 
formation, in the ownership 
of utility companies. US 
investors have bought seven 
of the 12 regional electricity 
companies in England and 
Wales, in the process spend- 
ing nearly £Sbn. Elsewhere 
in Europe, investors, primar- 
ily from the US. are seeking 
to establish relationships 
with dominant utilities - 
such as Enron’s proposed 
alliance in generation with 
Enel of Italy - to gain a foot- 
hold in Continental markets. 

In the US itself, the com- 
ing deregulation of retail 
energy markets has acceler- 
ated the pace of corporate 
activity, especially among 


electric utilities and gas 
companies. The $7.7bn acqui- 
sition by Duke Power Co. of 
PanEnergy Corp, and 
Enron's $2.1 bn acquisition of 
Portland General are two 
examples of such mergers 
which seek to exploit the 
merging of the gas and elec- 
tricity markets. 

Similarly, the proposed 
(but now deferred) £3.65bn 
acquisition by PacifiCorp of 
Oregon of the Energy Group, 
an Anglo-American energy 
group, was aimed at control- 
ling upstream fuel supplies - 
Peabody Coal in the US - 
and widening PacifiCorp's 
exposure to regulated and 
competitive energy markets 
in the UK. 

The great spur to the 
change in ownership and 
control of utilities in the 
developing world may have 
been the stretched state of 
public finances, but for the 
developing world, especially 
eastern Asia, the need to 
finance rapid industrialisa- 
tion is more important 

Many countries - China, 
Indonesia, Thailand - are 
wary about the extent of for- 
eign involvement in their 
utility industries. 

Indonesia and Thailand 
have opened generation to 
private/foreign investment 
but are less certain that they 
want to release control of 
transmission and distribu- 
tion to private interests. 

China, which has yet to 
relinquish fully a desire to 
control the nation's eco- 
nomic development cen- 
trally, remains suspicious of 
private investment in large- 
scale developments in its 
power industry, preferring 
instead local champions. 
However, foreign generators 
are making inroads through 
small-scale projects which do 
not require Beijing's assent. 

As this decade ends it is 
increasingly clear that what- 
ever the reservations some 
countries might have about 
privatisation and foreign 
control, continued state own- 
ership of these industries is 
no longer an option. The 
changes under way would 
appear to be irreversible. 
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Throughout the world governments are 
grappling with policy problems that 
are common to many countries, from 
the financing of ageing populations to 
the promotion of strong banking 
systems. The OECD is struggling to 
persuade its industrial country members to reform their 
labour markets, while the WTO is striving to liberalise 
trade in financial services after successes with 
information technology and telecommunications. 



PENSIONS * by Martin Wolf 

Future is grey 
for the elderly 


While ageing 
raises questions 
for every society, 
none can be sure 
it has the answers 

With a growing proportion 
of humanity looking 1 for wa rd 
to living well beyond the 
psalmist's term of three 
score years and ten. the 
future is grey. But this 
intrinsically desirable trend 
creates worries about how 
the elderly are to be fed and 
clothed, liie answer - many 
fear - is with, diffi culty. 

According to the World 
Bank, between 1990 and 2030 
the proportion of people over 
60 will rise from IS per cent 
to 31 per cent in the 
advanced countries. But 
developing countries are only 
a generation behind: the 
ratio Is expected to rise from 
7 per cent to 16 per cent in 
Latin America and in Asia; 
in China, it is forecast to 
jump from 9 per cent to 22 
per cent, giving it as high a 
burden as today’s advanced 
countries. 

Among the most pressing 
questions raised by ageing is 
whether public pension 
systems are sustainable. The 
short answer is that this 
varies a great deal 

An IMF study has analysed 
the difference between spend- 
tag on public pensions and 
prospective receipts, from 
1995 to 2050. For the group of 


seven leading industrial 
countries, the present value 
of this gap ranges from 5 per 
cent for the UK and 26 per 
cent for the US. to 68 per cent 
for Canada. 76 per cent for 
Italy, 107 per cent for Japan, 
ill per cent for Germany and 
114 per cent for France. 1 If 
governments aimed both at 
stabilising the 1995 public 
debt ratio and preventing a 
build-up of pension debt, 
they would have had to 
tighten fiscal policy by 0.4 
per cent of GDP in the UK, 
1.3 per cent in Italy, 1.5 per 
cent in the US, 2.1 per cent in 
Germany, 3.S per cent In 
Japan. 4.3 per cent in France 
and 4.5 per cent in Canada. 

These differences demon- 
strate that the extent to 
which the population of 
working age contributes to 
pensions, and the system's 
generosity, is more important 
than ageing itself. Italy and 
France have much the same 
age structure and generosity. 
Yet in 1995 the contributions 
required to maintain finan- 
cial balance in the system 
were 43 per cent of the wage 
bill in Italy, a gains t 24 per 
cent in France, because the 
ratio of contributors to bene- 
ficiaries was down to 1.3 to 
one in the former, against 2.5 
to one in the latter. Again, 
the proportion of elderly in 
the French population is 
below that in the UK. but 
public pension obligations 
are more onerous, because 
the average pension is 60 per 


cent of the average gross 
wage, against 18 per cent 

The more generous public 
sector systems on the Euro- 
pean continent do look 
unsustainable. Obvious solu- 
tions include raising the 
retirement age. reducing 
incentives for early retire- 
ment, lowering the ratio of 
pensions to earnings and 
shifting indexation to prices, 
away from earning s, in prac- 
tice, the voting power of the 
elderly will ensure increases 
in contributions, as well. 
Unfortunately, this will tax 
employment further, artifi- 
cially worsening the depen- 
dency ratio. 

A radical alternative to tin- 
kering is promotion of pri- 
vate funded alternatives. In 
such countries as the US. the 
UK, the Netherlands, Swit- 
zerland. Canada and Austra- 
lia, private funds are already 
substantial; in the US and in 
the UK, for example, assets 
of pension funds were 67 and 
6S per cent of gross domestic 
product, respectively, at the 
end of 1994. 

As Philip Davis of the 
European Monetary Institute 
in F rankf urt points out, it is 
not whether public pensions 
exist, but how they work, 
that determines the extent to 
which private alternatives 
have emerged. The outcome 
depends on whether the pub- 
lic sector provides generous 
income-related pensions to 
high earners. Where it does 
not. private provision grows. 
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often encouraged by fiscal 
incentives; where it does, pri- 
vate provision is still-bom. 1 

Pressures for private fund- 
ing are not restricted to 
advanced countries. On the 
contrary, they are often still 
greater elsewhere. As the 
World Bank has pointed out, 
in many developing coun- 
tries, public pension systems 
have either collapsed or are 
yielding nugatory returns. 1 
Elsewhere, notably in coun- 
tries in transition from com- 
munism, the burden is 
already very heavy: in 
Poland public spending on 
pensions Is close to 15 per 
cent of GDP. 

The reaction has been a 
progressive shift towards pri- 
vate provision, often with a 
parallel move from defined- 
beneflt to defined -contribu- 
tion plans (the former provid- 
ing a pension linked to sal- 
ary. the latter one dependent 
on investment returns}. Such 
reforms have swept through 
Latin America, for example, 
starting with Chile in 1981 
and have since reached 
Argentina, Colombia, Mexico 
and Peru. 

The consequent worldwide 
rise of private funded pen- 
sions will deepen capital 
markets everywhere, as they 
already have in countries 
reliant on these funds. It will 
also transform corporate gov- 


ernance, as fund managers 
are farced to seek high 
returns. 

Yet It Is wrong to see the 
shift to private funded pen- 
sions as a panacea. Such 
schemes usually suffer from 
relatively high administra- 
tive costs. The government 
may also have to offer expen- 
sive fiscal incentives to pro- 
mote pension savings, unless 
they rely on compulsion, as 
they increasingly do. 

Defined -benefit occupa- 
tional schemes can be a bar- 
rier to job mobility, while 
encouraging employers to 
make workers redundant pre- 
maturely. Meanwhile, owners 
of defined-contributaon plans 
are unsure about the pension 
they will enjoy. Worse, 
funded private pensions will 
not provide an adequate 
income to those who have 
been unable to accumulate 
adequate savings over their 
lifetimes. 

Making the transition from 
public to private funded pen- 
sions is also tricky. Either 
the old system is wound 
down, with bonds represent- 
ing the state’s liabilities 
transferred to new private 
funded pension plans, as hap- 
pened in Chile, or only young 
workers are enrolled in new 
plans, with the state continu- 
ing to pay passions to pen- 
sioners far decades to come. 
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as proposed by the Conserva- 
tives before the last British 
election. 

Under the first alternative, 
public debt would jump all 
too visibly. Under the second, 
young workers would be 
forced to pay for pensions 
they themselves will not 
receive. Neither seems prac- 
tical. unless existing schemes 
are visibly collapsing. 

So would the failure to 
switch to private funded pen- 
sions matter? The resources 
on which the old live always 
come fro m current produc- 
tion, except for durables, 
such as housing. What differ- 
ence does it make If these 
resources are obtained as 
returns on capital rather 
than as taxes on wages? The 
answer is that this would 
make a difference if funded 
schemes generated higher 
savings and incomes, if con- 
tributions to private schemes 
etimtaated the disincentives 
to work in public ones, if 
funding raised returns on 
capital and economic growth, 
or if Income from capital was 
safer than taxes on those at 
work. 

On all these points, the 
merits of private funded pen- 
sions can only be argued, 
rather than - conclusively 
demonstrated. So, while age- 
ing raises questions for every 
society, none can yet be sure 
it has the answers. 

L Shrxtal K Chtmi and Albert Jaeger. 
Ageing Populations and Public Pension 
Schemes. Occasional Paper 147 (Wash- 
ington D.G International Monetary 
Fund. IS96X Z £ Philip Dads. Can 
Pension fystam Copef Papukatan Age- 
ing and R eti r ement Income Provision in 
the European Onto n (London: The 
Rival Institute of btunatkml Affairs, 
mi* X Averting the Old Age Olds 
(Nets rak Osfard Un iv e rsity press for 
the Wartd Bank. XS90- 


Most central 
bankers believe 
the prize of a 
global standard is 
worth paying for. 

Bankers win have something 
more than cocktail dips to 
look forward to at this year's 
annual meetings of the 
World Bank and the Interna- 
tional Monetary Fund. The 
gathering in Hong Kong is to 
be the forum for the final 
agreement by banking super- 
visors on a global set of core 
principles for carrying out 

their responsibilities. 

The risks are high. The 
core principles are the first 
attempt by the Basle com- 
mittee on banking supervi- 
sion, which groups regula- 
tors from only the leading 
industrial and financial cen- 
tres, to expand their rules to 
the rest of the world. 

Some bankers question 
whether the Basle capital 
adequacy ratios are appro- 
priate for countries with still 
developing hanking systems. 
Many Latin American super- 
visors. for example, point 
out that some of the biggest 
failures in their region have 
been of banks which, met the 
Basle ratios, which 'oblige a 
bank to keep a capital cush- 
ion equivalent to S per cent 
of its assets, weighted 
according to risk, with at 
least half of that in “Tier l" 
or equity capital. They often 
impose additional liquidity 
requirements on the banks 
they supervise. 

But most central bankers 
believe the prize is worth 
playing for. 

The Rank of England said 
the core principles were “a 
major contribution to 
improving supervisory stan- 
dards worldwide, potentially 
as significant as the Basle 
capital accord” of 1988. 
which set out the original 
capital adequacy ratios. 

Since 1980. at least two- 


ber countries have suffered 
hankin g crises of one form 
or another, ranging from the 
savings and loan debacle in 
the US in the 1980s to the 

collapse in 199 s of a strin S °f 
Latvian banks, including 
Bank Baltija. closed by the 
authorities even though it 
held 40 per cent of the depos- 
its in the country's banking 
system. 

Id developing and transi- 
tion economies, the cost of 
resolving these crises has 
approached $250bn. In the 
cases of Venezuela, Bulgaria. 
Mexico and Hungary, 
mopping up the mess has 

absorbed between 10 and 20 
per cent of a year’s national 
income. 

The Basle committee's 
response is contained in 25 
core principles, f a l l i n g under 
seven different headings: 

■ Preconditions for effec- 
tive supervision. Including a 
proper legal framework and 
adequate independence for 
supervisors: 

■ Licensing requirements 
for new hanks and oversight 
of changes in ownership or 
large acquisitions; 

■ Prudential requirements, 
including as a minimum the 
Basle capital adequacy 
ratios; 

■ Ongoing supervision on 
.and off site; 

■ Information require- 
ments, including the mainte- 
nance of adequate records; 

■ Formal powers for super- 
visors to act if a bank flails to 
meet standards; and 

■ Proper cross-border 
supervision, including super- 
vision of domestic banks on 
a global consolidated basis, 
and proper information 
exchanges with other super- 
visors. 

These principles have 
already been in operation for 
years in most developed 
banking markets. In the 
emerging markets where the 
new principles could bring 
about a change in the style 
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Think-tank has clearer 


TB» Bans of England is eager to Improve supervisory standards 

Focus on core principles 


Continued from page 14 

and degree of regulation, 
they have been given a cau- 
tious welcome.- 
- A working party of bank- 
ers from countries such as 
Poland. Hungary, Slovenia, 
Croatia and the Baltic states 
warned this week that the 
supervisory authorities in 
their countries were still 
developing, and might bite 
off more than they could 
chew in their hurry to com- 
ply with the core principles. 

“The working group is 
concerned that central Euro- 
pean supervisors will impose 
upon themselves excessively 
short implementation time- 
tables and may create overly 
detailed rules,*' the bankers 
reported after a meeting in 
Budapest in July. 

Charles Dallara. managing 
director of the Institute for 
International Finance, a 
Washington-based associa- 
tion of banks and financial 
institutions which convened 
the eastern European work- 


ing group, said the practical- 
ities of implementing the 
Basle principles could prove 
difficult “Reform will only 
be effective if it fully takes 
into account realities on the 
ground, in terms of the 
resources available to super- 
visors and the diversity of 
practical problems that 
banks face.” he said. 

In the Philippines. Leonilo 
Coronet, executive director 
of the banking association, 
cautioned that implementa- 
tion would be critical, but 
welcomed the general thrust 
of the core principles. 

“These are important 
materials because they spell 
the trend of future supervi- 
sion. We agree that we 
should be managed under 
global standards and Basle 
sets the tone in this area," 
he said. 

One central issue for 
supervisors will be staffing 
and remuneration - the diffi- 
culty of keeping good super- 
visors when they could dou- 
ble their salaries overnight 


in the private sector. 

“The problem is well 
known in countries of every 
degree of financial sophisti- 
cation. It can be particularly 
acute, however, in countries 
which face a general short- 
age of trained Financial 
experts and whose supervi- 
sory structures are still 
recent. 

Bankers in some central 
European countries, for 
example, warn that one of 
the biggest constraints in 
speaking honestly to their 
supervisors is the fear that 
their secrets will be con- 
veyed to their competitors. 

Basle committee officials 
acknowledge that their prin- 
ciples are not the ultimate 
answer, and caution, in par- 
ticular, that their adoption 
will not prevent future bank 
failures. Still, they argue, 
the cost of banking crises 
over the last two decades 
means that any improve- 
ment in general supervirion 
standards must be worth try- 
ing for. 


Despite changes 
over the years, 
the OECD's core 
activity remains 
unaltered 

In the endless debate about 
the sense and purpose of 
international institutions, 
officials at the Organisation 
for Economic Cooperation 
and Development (OECD) 
never tire of defending their 
29-member organisation, 
variously described as an 
economic think -tank or, less 
kindly, as a rich-man's dub. 

Despite changes over the 
years, the OECD’s core 
activity - the publication of 
its country surveys and its 
Economic Outlook - has . 
remained unaltered. 

What has changed, 
especially with the arrival 
last year of Donald 
Johnston (right), a former 
Canadian finance minister , 
as the new 

secretary-general, is its 
attitude towards global 
issues. Than is now . a . 
greater strategic focus on . 
such concerns as 
international trade, 
sustainable development 
and the relationship 
between advanced and - 
transition economies. 

There has also been a 
much greater emphasis on 
social policy. This is 
particularly evident in the 
OECD’s increasing interest 
in issues such as the 
economic effects of ageing 
societies and their impact 
on national pension 
systems. 

The OECD is also focusing 
intensely on labour 
markets. It has persistently 
criticised many of its 
members for failing to 
deregulate labour markets, 
action which, it argues, \ . 
might help to Improve the . 
supply side of their . 
economies. 

This criticism has caused 
controversy among OECD 
insiders and senior 
government officials In the 
member states. But even, 
critics of the OECD’s 
shifting focus acknowledge 



the importance of structural 
and global issues t>T>d their 
effect on the economic 
performance of countries. 

“People often mistakenly 
pitch the OECD agai nst t he 
WTO [the World Trade 
. Organisation], but that is 
wrong, ** one insider 
observes. “The OECD is 
about poficy issues. It does 
not negotiate". This 
dividing line also applies to 
its position vls-S-vis the 
Intenmtional Monetary 
. Fund, although there is. 

■uw overlap in 
responsibilities, especially 
in the area of economic 
research. 

Nevertheless, although it 
is an ideas-driven 
organisation, the OECD still 
makes enemies. Its pressure 
far labour market 
deregulation Is viewed with 
extreme suspicion by some 
of the member countries, 
especially inside labour 
ministries and within trade 
unions. 

This can tekn the form of 
rlaime that the OECD and 
other international financial 
institutions are influ enced • 
by the ideologies of hankers 
and financ iers who 
primarily serve their own 
interests. An example often 
quoted is the growing 
pressure for a radical - 
overhaul of state pension 
systems, which would give 
the private sector a greater 
share of contributions. 

Such a policy shift would 
invariably benefit banks, 
insurance- companies and 
investment groups more 
than it would pensioners, it 
is argued. The paint being 
made in other words is that 
many issues are dressed up 
as being purely economic, 
whereas, in reality, they are 
deeply political. . 

-On occasion - thnngh not 

frequently - the OECD finds 
itself on coUisioii course . 
with a government, as in 
the early 1990s when it ; 
criticised Germany’s 
approach to unification. In 
particular, the OECD 
criticised Germany’s failure 
to take account of the 
■ri dely-differing productivity 
differences between eastern 



Germany and western 
Germany when wage rates 
were harmonised. With 
hinds ight, this turned out to 
be the biggest single 
mistake in the economic 
management of nmfiratfon . 

As an international 
organisation, the OECD’s 
principal task can be ... 
described as focusing on 
macroeconomic policies 
with a particular emphasis 
on structural issues. It acts 
as an economic think - tank 
in the widest sense, and as a 

mBCharpsm fnr t ransmittin g 

information. In this way 
countries can exchange 
their views on their 
experience of various 
economic policies. 

Labour market 
deregulation and financial 
deregulation are two . 
important policies which 


were implemented in some 
member states before being 
adopted elsewhere. Another 
example of the useful 
exchange of information 
was the privatisation 
exercise pioneered by 
Britain in the early 1980s. 

At the same time, the 
OECD is strongly Influenced 
by prevailing fashions in 
economic policy and, most 
crucially, by the political 
and social value systems of 
its wealthiest and western . 
rnomhpr states. 

Among the pressures the 
OECD is facing today is the 
numag^ment of expansion. 
The hst of countries which 
have given notice of their 
intentions to join the “rich 
man*6 club" is long. The 
prospect of Russian 
membership has attracted 
most publicity, but four 


other transition giants are 
waiting in the wings - 

fftrina, t prilq . tnflnnasifl and 
BrasoL 

The subject of Russia . 
occupies about one third of 
.the time of an OECD liaison 
committee set up to discuss 
transition economies, a sign 
that its future membership 
is treated with, the highest 
degree of urgency. So far, 
there is no timetable for- 
Russia’s membership, but 
insders guess that the 
country could be ready 
within two or three years. 

Adherence to certain 
human rights principles is 
not a precondition for 
membership. What matters 
fa the applicant member 
states! progress towards 
economic reform - 
“business rights as opposed 
to human rights”, as one 
insider put it. 

A more urgent and still 
unresolved problem is the 
vacancy for one of the four 
posts of deputy director-gen- 
eral, which which fa the 
subject of a long and intense 
fendbetween France and 
Germany. Both countries 
daim an automatic right to 
this position and each has 
vetoed, the other's candi- 
dates. . 

: Since France nominated 
the previous director-gen- 
eral, Germany feels that it fa 
tune for one of its candi- 
- dates to fill the position. 
Furthermore, the Germans ' 
wish to make some inroads 
Into France's traditional 
dominance of top jobs In 
. international institutions, 
an area where the federal 
republic feels conspicuously 
•under-represented. 

Also unresolved fa the 
institute’s funding. TfaeTJS 
.■ h»a fatten behind with its. 
coxffidbutiahs, owing to 
strictures from Congress, 
and this has blown a hole in 
the budgets. 

• The rising costs of its own 
pensions is another area of 
concern. It seems likely that 
the OECD will have tocon- 
tixme its cost-cutting drive 
for some time to come. 

Wolfgang Munchau 
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WORLD TRADE « by Guy de Jonquieres 

WTO hopes 
for hat-trick 


Two liberalisation 
agreements have 
injected 

momentum into 
the trade system 

Enthusiasts of the global 
trade system like to compare 
its operation to riding a bicy- 
cle; stqp pedalling, they say. 
and you fall off. 

In the past year, the sys- 
tem has made useful prog- 
ress, helped by some Impres- 
sive spurts of activity. But it 
has also had at least one 
close brush with a serious 
pile-up — while governments 
remain far Cram a consensus 
on the speed and direction of 
its future development. 

Two important liberalisa- 
tion agreements in the 
World Trade Organisation 
have injected momentum. 
One provides for phasing-out 
tariffs on many information 
technology products, while 
the other aims to open most 
of the world's largest tele- 
communications markets to 
international competition. 

WTO members are hoping 
to pull off a hat-trick by 
clinching this year a third 
deal , to lower trade barriers 
in banking, insurance and 
securities. Success would 
firmly establish the WTO as 
an effective force for liberali- 
sing services, as well as 
goods, and as a forum for 
developing international reg- 
ulatory principles. 

The WTO has also gained 
impetus from its strength- 
ened trades disputes settle- 
ment procedures, which are 
emerging as a powerful 
instrument for enforcing 
multilateral rules. More than 
100 disputes have been sub- 
mitted for adjudication, and 
rulings so far have been 
scrupulously respected by 
the parties involved. 

However, the procedures 
were pushed dangerously 
close to breaking point this 
year by the European 
Union's decision to request a 
disputes panel to hear its 
complaint against the US 
Helms-Burton anti-Cuba law. 
The US claimed the WTO 
had no jurisdiction, because 
the matter involved national 
security, and threatened to 
ignore any panel ruling. 

That threat, if exercised, 
could have plunged the WTO 
into crisis, gravely nnder- 
mlning its authority. A 
head-on collision was nar- 
rowly averted by a last-min- 
ute US-EU agreement to seek 
a bilateral compromise. But 
a deal has yet to be struck, 
and the EU has hinted it 
may reinstate its WTO com- 
plaint if one is not reached 
soon. 

The evidence to date sug- 
gests a mixed verdict on the 
dispute mechanisms’ impact 
By providing impartial adju- 
dication, they have undoubt- 


edly reinforced the interna- 
tional rule of law and 
reduced the danger of bilat- 
eral conflicts Oaring up into 
trade wars. 

However, the Helms-Bur- 
ton affair also suggests 
another lesson: that the 
basic credibility of the WTO 
can be Imperilled when it is 
called on to adjudicate dis- 
putes in which powerful 
WTO members perceive 
politically highly sensitive 
interests to be at stake. 

In the near term, the big- 
gest challenge facing trade 
negotiators is to conclude by 
mid-December talks on liber- 
alising financial services. 
These aim to produce an 
agreement to replace the 
makeshift pact patched 
together after the US balked 
at a deal in 1995, saying 
other countries were not 
offering enough. 

This time, the rhetoric 
from Washington sounds 
more encouraging. Senior 
officials are emphasising 
that they are serious about 
reaching an agreement - 
though they continue to 
insist it can be achieved only 
if advanced developing coun- 
tries commit themselves to 
greater liberalisation. 

But turbulence in Asian 
financial markets has 
recently raised serious ques- 
tions about the outcome. 
The US and the EU say they 
are prepared to settle for 
commitments to phased mar- 
ket-opening. But it is unclear 
whether the political will 
exists in such battered 
u tiger" economies as Thai- 
land. Malaysia and Indonesia 
to contemplate further liber- 
alisation. Indeed, in some of 
those countries, the trend 
seems to be in the opposite 
direction. 

Another important item 
on this autumn's policy 
agenda is President Bill Clin- 
ton’s campaign to secure 
fresh “fast-track" authority 
to negotiate trade deals. His 
existing authority - which 
requires Congress to vote on 
agreements without amend- 
ing them - is limited to com- 
pleting unfinished business 
from the Uruguay Round. 

Congress's treatment of 
Mr Clinton’s request will 
offer a revealing test, both of 
the strength of bipartisan 
co-operation, and of US polit- 
ical attitudes to free trade. 
Past deals, such as the North 
American Free Trade Agree- 
ment. have been blamed by 
many politicians for destroy- 
ing jobs. But some recent 
polls suggest grass-roots hos- 
tility may be waning. 

Mr Clinton's appears to 
want East-track renewal now 
mainly so that he can push 
ahead with regional projects, 
notably the proposed Free 
Trade Area of the Americas. 
Senior officials argue that, 
without a negotiating man- 
date, the US risks being mar- 
ginalised in such talks. 



The US will also need fast- 
track authority to partici- 
pate effectively in WTO' 
negotiations due In 1999. At 
present, these are due to 
focus mainly on further lib- 
eralisation of agriculture 
and services. However, same 
WTO members want them to 
cover other areas. 

Sir Leon Brittan. Europe's 
trade commissioner, has 
called for the negotiations to 
be enlarged into a compre- 
hensive trade round, which 
would also span such issues 
as investment and competi- 
tion policy. However, the US 
and a number of other coun- 
tries believe the talks should 
be less ambitious. 

Ultimately, these differ- 
ences may boil down largely 
to semantics. Although the 
WTO has achieved unex- 
pected success in “single-sec- 
tor" negotiations, in markets 
such as IT and telecommuni- 
cations, many observers 
doubt that the same 
approach can be applied to 
politically sensitive issues 
such as agriculture. 

It is unrealistic, they say, 
to expect such WTO mem- 
bers as the EU, Japan and 
Korea to liberalise their 
heavily protected agricul- 
tural markets unless they 
obtain concessions in other 
areas from their main trade 
partners. It could be difficult 
to secure such, trade-offs out- 
side a fUll-blown round. 

How these arguments are 
resolved, and how broad a 
scope the forthcoming WTO 
talks encompass, will be one 
of the key determinants of 
the medium-term evolution 
of the global trade system. 


Mexico's 

lessons 

highlighted 

Continued from page 1 

in early 1995 that it was heading for 
crisis, but the authorities averted 
disaster with a tough austerity pack- 
age. Still, the Fund has also given 
countries a couple of false alarms. 

“Let me be blunt," Mr Camdessus 
said after Thailand's $16.7bn rescue 
package was assembled last month. 
“Thailand's problems could have 
been corrected at much less cost to 
the economy, and to the economies of 
neighbouring countries, if they had 
been addressed in a timely manner " 
Stanley Fischer, his deputy, conceded 
that accurate information on the 
amount of bad loans at Thai banks 
had not been available, bat even so 
“markets kept financing Thailand 
longer than they should". 

Measures to improve the quality of 
economic and ffnanrtai data were a 
key ou t com e of the Mexican post- 
mortem. The Fund’s “special data 
dissemination standard” sets a 
benchmark for the coverage, fre- 
quency and timeliness of official 
data, to which 43 countries had 
signed up by July. Thailand was 
among than, but as early subscribers 
have been allowed same time to get 
their data up to scratch it would be 
unfair to write ft off already. 

The Thai crisis may, however, 
result in the standards being made 
mare demanding. Unbeknown even 
to the finance ministry, the Thai cen- 
tral bank made forward transactions 
of $23.4bn in the currency market, 
disguising the state of its reserves. 


To prevent a repetition, subscribers 
may have to publish net reserves 
data. Few industrial countries do this 
— let alone market 

But do the statistics provide reli- 
able early warnings of crises? Moms 
Goldstein, at the Institute of Interna- 
tional Economics, argues that real 
exchange rate appreciation, export 
growth, equity prices, output growth, 
real interest rates and the ratio of 
money supply to reserves all provide 
warning signals — amt that they were 
flashing red for Thailand in 1996. But 
even the most reliable wm g te indica- 
tor - overvaluation of the real 
exchange rate - provides false 
alarms and mtawas some Crises. 

The timing of crises can be a func- 
tion Of flnawriai market, psychology 
as much as economi c fimfiamantalg. 
But there are clearly some danger 
signals which policymakers ignore at 
their peril. Mexico hart taught the 
Fond to pay more attention to these 

and to financial mar ket, mov ements 

So much for prediction, what about 
prevention? Since Mexico the interna- 
tional institutions have consistently 
emphasiBcri the importance of sound 
financial systems. They propose that 
the Basle Committee should draw up 
banking standards appropriate to 
emerging markets, the IMF police 
them and the World Rank help coun- 
tries make improvements. Asia's cri- 
sis win give tills agenda a push. 

The crisis has also rased concerns 
that the Fund may contribute to 
future problems if it enshrines Its 
enthusiasm for liberalising capital 
flows in its Articles of Agreement A 
report to Commonwealth finance 
ministers concluded that capital 
flows “can bring substantial benefits 
to an economy by promoting growth 
and investment” and that controls an 
them provide short-term relief at 
best But it added that there woe 
several steps a co untr y should take 
before liberalising its capital account 


cutting gov ernment b o rrowing, infla- 
tion and mrrant acmimt deficits to 

safe levels; strengthening domestic 
fVnnm-iai marke ts; arid tackling other 
structural economic distortions. 

A more fundamental question is 
whether emerging market countries 
shnuM peg their exchange rates. The 
IMF's executive directors have 
became much less enthusiastic about 
fixed exchange rate regimes, 
although some senior Fund staff 
remain to be convinced that floating 
rate regimes avoid the build-up of 
dangerous curre nt account deficits. 
Most economists still accept that 
exchange rate pegs can be the quick- 
est and most effective way to break 
self-fulfilling expectations of high 
inflati on in economies where macro- 
economic policy has long been lax. 

But, as Frederic Mishkin of Colum- 
bia University points out, exchange 
rate pegs can be dangerous in emerg- 
ing market economies where inves- 
tors prefer the security of short-dated 
debt and borrowing In a foreign cur- 
rency. Raising interest rates to 
defend the currency has a big effect 
on demand because of the amount of 
shortterm borrowing, often putting 
weak hanldng systems under more 
pressure. Then if the exchange rate 
peg is broken, devaluation raises the 
cost of servicing foreign currency 
debt significantly and further 
depresses the economy. Ideally, a 
country should prepare an “exit 
strategy” to escape its peg, hut this 
may impose heavy political costs. 

Some leading central bankers 
believe that in recent years the 
Fund’s position on exchange rate 
regimes ha« managed to be doctri- 
naire and inconsistent at the same 
time, with views differing from 
senior manager to senior manager 
and department to department. The 
prospect of European monetary 
union may also have had a malign 
influence: "Mexico's financial crisis 


was made in the Fund and made by 
its European directors, who insisted 
on a fiw=»d exchange rate." argues one 
nfficifll. There is dearly growing dis- 
enchantment with currency pegs in 
the Fund, but officials are wary of 
befog driven too much by fashion. 

Judging whether the right lessons 
were learned from the Mexican bail- 
out when Thailand's rescue package 
was assembled may be premature. 
The country’s financial system 
remains fragile and there has been 
alarm in the Fund that it did less to 
ease tensions in the rest of the region 
than manag ement hoped. Agreement 
on the Fund's response was achieved 
more quickly and with less acrimony 
than in Mexico's case, helped by the 
fact that the Philippines gave the 
untested “emergency financing mech- 
anism" a trouble-free dry run. 

Rescue packages also seem to be 
developing a strong regional flavour, 
the US contribution was central to 
the Mexican package, while Japan 
and other Asian countries offered bil- 
lions of dollars for Thailand. In both 
cases, however, public opinion would 
sow be wary of a repetition. These 
regional consortia also pose awkward 
questions. Who would lead a Euro- 
pean rescue? And who would save 
“orphans" without a deep-pocketed 
guardian - India, for example? 

Asia’s financial crisis suggests that 
many lessons were learned from 
Mexico, some could not be applied 
quickly enough and others remain to 
be drawn. In Hong Kong the Fund 
wifi strengthen its resources, tighten 
its data standards, exhort banking 
reform and preach the eternal virtues 
of sound macroeconomic manage- 
ment. Errant policymakers will be 
warned they they cannot expect to be 
bailed out every time a crisis comes 
along, but some investors may con- 
tinue pumping capital in to risky 
economies in the expectation that 
there is a good chance they will be. 
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The World Bank has undergone revolutions before. Can this 
one really deliver? Robert Chote investigates 

Ambitious vision crystallises 


iiili 


- in the two years since he 
became - president of the 
eWorld Bank, James Wolfen- 
soim has articulated an 
ambitious vision for the 

' Washington-based develop- 
ment institution. In the past 
few months be has turned 
' this Vision into concrete 
p lans , securing fmaiyy from 

- tbs hank's shareholders and 
.putting; new managers in 

~ place to Implement them. 
But . the World Bank has 
imdergone revolutions 
before: will this one deliver? 

Mr Wolfensohn arrived in 
H Street conscious that the 
world, was changing in ways 
. that were leaving the bank 
behind. For some developing 
countries, private capital 
had become far more impor- 
tant to a "source of finance. 
But. many other nations 
remained unable to attract 
investors, a problem com- 
pounded by waning support 
for official aid in many 
. industrial countries. So 
' while soma countries have 

- become better Integrated 
into the world economy, 

" many remain shut out 
. The development business 
was changing, too: fresh 
sources of advice and techni- 
cal assistance had emerged 
and there were calls for 
more emphasis on the envi- 
ronment, good government 
and investment in health, 
education and social cohe- 
sion. At the same time, tech- 
nology was creating new 
-ways, to share knowledge 
-within and between organi- 
sations, exposing tbe inflexi- 
bility of the bank's vast, 
hierarchical bureaucracy. 

« The bank's inability to 
respond to these trends had 
painfully dear results: mare 
■ than a third of its projects 
"had unsatisfactory out- 
comes; demand for its loans 
was flat; its financial tools 

Mr Wolfensohn 
knew that the 
bank had not 
caught up 
with world 
changes 

had become inappropriate; 
its income was on a declin- 
ing trend; it lacked expertise 
in-key sectors; it foiled to 
learn from its experiences; it 
offered a slow and unrespon- 
sive service; and it aroused 
hostility among many of the 
other organisations involved 
m development worldwide. 

" "Against this background, 
the bank has a critical 
choice to make," Mr Wolfen- 
8ohn told his staff, clients 
aiid shareholders earlier this 
year. " “Continue with the 
past pattern of incremental 
change, punctuated by dis- 
ruptive. reorganisations - 
which has failed to reverse 
the slide in relevance and 
performance - or commit to 
fundamental renewal” 

In' February, Mr Wolfen- 
Bohn mrveiled his plan for 
renewal to the Bank's execu- 
tive directors. The “strategic 
compact" had lour ma i n 
alms. First, it would 
strengthen the delivery of 
front-line, services, removing 
bureaucratic obstacles and 
putting more money and 
resources into the field. Sec- 
ond, it would develop new 
products and services, 
reflecting the need for social 
and sustaina- 

bility as weD as changes In 
the roles of the public and 
private sectors. Third, it 
would improve the sharing 
of . knowledge . and informa- 
tion within tbe institution, 
involving investment in both 
people and .information tech- 
nology. Fourth, it would 
. make the rtank more flexible 
and cost-effective, decentrali- 
sing its activities and devot- 
ing .more attention to train- 
ing and career development 
, The themes of the strate- 
gic compact came as no sur- 
prise to the bank's executive 
directors, who had been dis- 
cussing “the vision thing" 
with Mr Wolfensohn since 
his arrival. But the cost was 
more of a shock. Mr Wolfon- 
sdhn planned to spend $570m 
over two years, which after 
savings and redeployment of 
resources would add $250m 
to r unning costs and involve 
a gisom redundancy drive 
shedding up to TOO people. 

This implied that tbe com- 
pact would increase running 
costs by 11 per cent over the 
two years, reversing the 


painful budget cuts which 
his predecessor, Lewis Pres- 
ton, had been urged to make 
by industrial countries. 

At a time when public-sec- 
tor bureaucracies around the 
world were under pressure 
to retrench - and when 
there were pressing calls on 
the bank’s net income - this 
proved too much to swallow. 
Mr Wolfensohn was forced to 
rethink and come back to 
the board with a new pro- 
posal He promised to spread 
the $250m increase over 
three annual budgeting 
rounds and then to reduce 
running costs to their pres- 
ent level of $l.lbn by 2001, 
reducing the cost of tbe com- 
pact over that period by 
8122m. Mr Wolfensohn’s col- 
leagues knew that he would 
walk out if rebuffed a g ain ,, 
but the board accepted the 
new plan unanimously - 
although some directors 
remained pretty sceptical 
The board warned Mr Wol- 
fensohn that it intended to 
keep the compact - and its 
costs - under close scrutiny. 
It demanded semi-annual 
progress reports from the 
bank's management, the 
first of which was discussed 
last week. Coming only two 
months after the budget alio-, 
cation for tbe compact was 
agreed, tbe report draws few 
concrete conclusions. The 
centrepiece was a scorecard 
allowing the board to track 
progress through a set of 
performance indicators. 

“Management is being 
given tbe benefit of the 
doubt" says a study of the 
bank prepared for Common- 
wealth finanw* ministers. “It 
is too early to tell if the 
reforms, even if folly imple- 
mented, will be sufficient to 
restore tbe bank to Axil 
health The bank has been in 
the process of reorganisation 
for tbe past decade with a 
view to becoming cost effec- 
tive, efficient and finding a 
meaningful role, but these 
earlier efforts do not appear 
to have borne fruit" 

The process of change this 
time has already proved dis- 
ruptive. During the spring 
and summer applications 
were invited far around 170 
managerial positions In 
units dealing with country 
relations and particular sec- 
tors. In an attempt to avoid 
the accusations of cronyism 
which accompanied the 
bank’s last significant reor- 
ganisation in 1967, special 
selection committees were 
appointed to draw up short- 
lists. Confusion reigned as 
some managers applied for 
more than io posts, while 
some posts attracted more 
than 50 applicants. 

The dust is now beginning 
to settle, with about 150 
manag ers appointed. The 
new cadre is younger, more 
female and less dominated 
by industrial country nation- 
als than the old. Some has- 
beens have been removed. 
So. too, have, a few old-tim- 
ers whose hearts are in the 
right place, but who have 
found the bank's Newspeak 
- all the talk of refuelling, 
refocusing, retooling and 
revamping — difficult or irri- 
tating to master. Staff con- 
cede that the selection pro- 
cess has been more open, 
although in some cases this 
has not made the outcomes 
any easier to explain. Insid- 
ers noted with surprise that 
a couple of Mr Wolfensohn's 
favourites were not selected 
as country managers and 
had to be found jobs else- 
where in the bank. 

It is hardly surprising that 
this navel- gazing is affecting 
the bank’s everyday work. 
The progress report to the . 
board noted that “the recent 
appointment of new manag- 
ers and the introduction of 
new work planning methods 
have led to tome delays in 
the preparation of work pro- 
grams and unit budgets". 

Regional divisions are 
allocating large parts of 
their budgets to cou ntry 
directors, who wSl in turn 
buy services from sector spe- 
cialists and five “networks". 
These will marshal expertise 
in particular areas - such as 
poverty or finance - from 
experts at headquarters and 
staff in the field. 

*7 can’t help worrying 
about the time it will take to 
get things done," said one 
senior manager. “Co-ordinat- 
ing across these networks 
and specialisms promises to 
be very time-consuming." 

The bank’s Africa division 
has pioneered tbe reorgani- 


sation process and - at least 
temporarily - its service to 
clients has suffered. Loan 
commitments by the Interna- 
tional Development Associa- 
tion (IDA), the bank's soft- 
loan arm for the poorest 
countries, fell by almost a 
third in the 1997 financial 
year to H6bn. This was the 
sharpest decline in IDA’s 
recent history and left com- 
mitments 15 per cent below 
the lower end of the $5.3bn 
to $6.6bn p lanning range for 
the year. The biggest short- 
fall was in lending to Africa, 
far which the reorganisation 
was at least partly to blame. 

But whatever the teething 
troubles and transaction 
costs of operating this inter- 
nal market, many executive 
directors see decentralising 
the Bank’s relationships 


with borrower countries as 
an important goal. At the 
end of June three of the 
Bank's 48 country directors 
were located in local offices 
- Mexico, Kenya and Ivory 
Coast Now the total is 15, 
leaving 45 per cent of coun- 
try management costs to be 
controlled by local offices. 
The new local operations 
include China, Indonesia, 
India, Pakistan, Bangladesh 
and Russia, each of which is 
one of the bank’s biggest 
borrowers. Brazil and Argen- 
tina should be locally man- 
aged by early next year. 

The effectiveness of 
devolved country manage- 
ment Is likely to be an 
important topic of conversa- 
tion when Mr Wolfensohn 
meets finance ministers 
from borrower countries in 


Hong Kong over the next 
few days. Another will be 
the bank's growing interest 
in the promotion of good 
governance and anti-corrup- 
tion measures, which formed 
the centrepiece of his speech 
to last year's annual meet- 
ing. The bank must persuade 
developing country govern- 
ments that it does not intend 
to encroach on their sover- 
eignty, bnt that tackling 
graft is in their own interest 
to promote development and 
to help reduce poverty. 

After some hasty rewriting 
carried out at the request of 
the board, the bank agreed a 
policy document and a set of 
staff guidelines on anti-cor- 
ruption earlier this month. 
“By designing effective anti- 
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Ambitious vision 
crystallises 


Distribution of long-term net resource flows, 1995 


ASIA* "by Peter Montagnon 


Continued from page 17 

corruption strategies tor its 
client countries end joining 
the international campaign 
to fight this deep-seated 
problem, the bank believes 
its efforts could help to make 
a difference," the document 
said, it focuses on prevent- 
ing fraud and corruption 
within bank-financed pro- 
jects and on providing 
advice on anti-corruption 
measures. Bank staff have 
tended to shun the corrup- 
tion issue, but now they win 
be encouraged to search it 
out and analyse its effects. 

"Bank lending to a coun- 
try can be expected to be 
reduced if there is evidence 
of corruption affecting bank- 
financed projects, or more 
generally if corruption is 
compromising economic 
reform programs or the 
development objectives of 
the country in other ways," 
ftna official argues. “There is 
no intention, however, to 
link bank lending in a mech- 
anistic way to some measure 
of corruption in a country.” 

Together with the impact 
of the financial crisis in 
Asia, corruption is likely to 
be one of the big talking 
points in Hong Kong. Less 
visible, but just as impor- 
tant, will be discussion of 
the Bank's long-term finan- 
cial position and ever-pres- 
ent tension between the 
interests of its richer share- 
holders, middle-income bor- 
rowers and poor countries. 

At the April meeting of 
the .Development Committee, 
which gives Tninfetpriai guid- 
ance to the boards of the 

hank and the Tntamafipn pl 

Monetary Fund, Mr Wolfen- 


sohn warned that the bank’s 
income was set to halve over 
the next 10 years. Relatively 
lucrative fixed-rate loans are 
expiring and tending on the 
bank's standard terms is no 
longer profitable at the mar- 
gin. By the 1999 financial 
year, income will not even 
be high enough to inflation- 
proof the bank's capital 
base, the president said. 

In the 1996 financial year 
the bank earned around 
$7-9bn in interest on its loan 
portfolio and $700m from 
investments. After interest 
payments on borrowing, 
administrative expenses and 
contributions to special pro- 
grammes, net income was 
around Sl^bn. Net income 
1ms been used in several 
ways; $2S0m was used to pro- 
tect the bank's reserves^ 
loan ratio, SSOQm was allo- 
cated to the international 
Development Association, 
690m was placed In a trust 
fund for Gaza and the West 
Bank and up to 6500m was 
allocated to the debt relief 
initiative organised by the 
bank and the IMF for highly 
indebted poor countries. 

But many middle-income 
developing countries are 
unhappy with the way the 
bank's net income is used. 
They believe they have been, 
left to shoulder an increas- 
ing and disproportionate 
burden of the bank’s activi- 
ties: they provide much of 
the institution's income 
white the proceeds are spent 
on soft loans ami debt relief 
for poorer countries, plus 
special projects in areas 
such as the Middle East. 

Meanwhile, the US fails to 
make its promised contribu- 
tions to the International 
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Development Association 
and many industrial coun- 
tries are no wflling to finance 
their debt initiative ade- 
quately. But the industrial 
countries in turn point out 
that they are subsidising 

both thp middle -income bor- 
rowers and poor countries 
because they demand no div- 
idend payments from their 
shares in the bank's capital. 

“The debate is likely to 
mount as the bank begins to 
fund more special initiatives 
out of a dwindling net 
Income over, the coming 
years," the Commonwealth 
finance ministers have been 
told. “The argument has also 
been advanced that the bank 
needs to set aside larger 



Moscow: Russia is now one of the World Bank’s biggest borrowers 


amounts to reserves, given 
weaknesses in its portfolio.” 

Squaring this circle will be 
one of Mr Wolfensohn's big- 
gest challenges in the 
remaining years of his presi- 
dency. He could boost the 
bank's income by charging 
more for its loans, which are 
three percentage points 
cheaper than their private 
sector equivalent. But, 
despite their attractive price, 
finmanH far the hank's 
is already stagnating. R*nr» 
the strategic compact’s 
emphasis bn providing new 
products with, quicker deliv- 
ery. more flexibility and less 
onerous conditions. He could 
charge higher prices If the 
non-price features of the 
loans 'Were more, attractive. 

Beneath the Harvard man- 
agement rhetoric of vision 
and renewal, Mr WoHensobn 
faces a difficult task recon- 
ciling tmurifmg ensur- 
ing the success of the strate- 
gic compact and maWng 
sure that the bank remains a 
serious participant in the 
development business. Over 
the past few months he has 
explained exactly how he 
intends to set about it The 
rich shareholders, big bor- 
rowers and poor countries 
all wish Htm well, but they 
remain to be convinced. 


BZW - Debt & Equity Expertise in Asia 
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Tigers appear to have lost 
some of their vigour 
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The export 
slowdown has 
revealed other 
weaknesses in 
Asian economies 
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■ The Asian 
tigers appear 
to have lost 
their vigour 

in 1997. After 

last year's 
sharp slowdown hi experts, 
the region has been gripped 
by currency problems which 
have forced up domestic 
interest rates and promise, 
further disappointments in 
economic growth, . 

Though the problems have; 
been concentrated in south- 
east Asia, South Korea's 
prospects have suffered as - 
weak markets have forced a 
number of large companies 
to the wall, producing 
strains in the country's 
banking system. Taiwan’s 
growth rate too, is expetied 
to recover only modestly, . 
despite an easy money policy ' . 
which has propelled its stock 
market to record highs. 

True, Hong Kong's econ- 
omy ‘ remains buoyant, 

. helped by handover euphoria 
and easier credit in, main- 
land China, but the region's 
stay is full of woe. It would 
be risky to genexahse. but 
there, are. some common ' 
threads to the region's prob- 
lems. Many argue it will 
take a couple of years at 
least before growth tecovers. 

Early signs of trouble^ 
came with' last year's 
exports 1 slowdown. At the 
time, most analysts tfr** 
causes -were basically cycli- 
cal ITS demand for elec- 
tronic goods, one c£ Asia's 
specialities, was weak. The 
yen had weakened sharply 
against tire dollar to which 
many of the region’s curren- 
cies were pegged. And, new 
export capacity was earning 
an «i ra « m in China, creating 
a more competitive^ ^environ- 
ment for exporters.. 

In its. aftermath, the 
export slowdown revealed 
other weaknesses in econo- 



mies: The reluctance, partic- 
ularly of south-east Asian 
governments, to let their 
currencies appreciate during 
the boom years of 1994 and 
1996 had led to an explosion 
of liquidity which fuelled an 
' unsustainable burst of prop- 
arty development. 

Last year's export slow- 
down coincided with a 
period 'when large amounts 
of unwanted property were 
coming on the market, caus- 
ing strains in the banking 
system of several countries. 
Easily the worst hit was 
Thailand which had been 
qverhasty in liberalising its 
financial sector, encouraging 
excessive short-term borrow- 
' mg by its companies abroad. 

The indebtedness of these 
companies made' it difficult 
far the Thai authorities to 
qrt interest rates because of 
tite-tisk the . baht .would, fall 
a& a result, making 'the for- 
fdgn currency loans much 
more expensive to repay. 

. * Rut as the summer ware 
on it became clear that the 
sector, particularly 
the. : -newly-established 
finance companies, were fac- 
ing, severe strains; Many of 
them faced such losses on 
their property lending that 
theywere in effect bankrupt 
-Eventually- an July 3 the 
Thai authorities gave up the 
struggle and allowed the 
baht to float. But in the 
event - this helped little 
because the weakness of the 
currency fenced domestic 
interest rates up, adding to 
the strain in the banking 


system, while the burden of 

servicing short-tfinn forfilp^ 
' debt added to pressures on 
the corporate sector- t 
. AS a result the govern- 
ment was obliged to seek the 
assistance of the Interna- 
tional Monetary Fund, which 
together with Japan and 
other Asian countries put 
together a $16.7bn rescue 
package in mid-August. 

Economists say that Thai- 
land now faces a long strug- 
gle to revive its economy. 
Average private sector fare- 
. caste for Thai growth this 
year have been cut to 1-9 per 
want, rising to only 2*3 per 
cent next year, almost 
unheard of far a tiger econ- 
omy. 

But what has surprised 
many observers is the viru- 
lence with which the' prob- 
lem spread to other coun- 
tries. First the Philippines, 
then Malaysia, Thailand and 
Indonesia were forced to 
abandon previous currency 
arrangements and allow 
their currencies to fan 

The Singapore dollar, 
backed by large reserves and 
a large current account bal- 
ance of payments surplus, 
also weakened,, while 
Taiwan allowed its currency 
to slip and Sooth Korea was 
a gain farced to intervene to 
defend its won which bad 
already fallen sharply in pre- 
vious months. Even the 
Hong Kong dollar, firmly 
pegged to the US currency 
under a currency board 
arrangement, was not 
immune from attack. 


One reason was that the 
problems facing Thailand 
are mirrored, albeit to a 
lesser extent elsewhere, Mal- 
aysia and the Philippines 
both have distinctly over- 
heated property markets. 
Indonesian banks have some 
poor quality loans. Korea 
bad allowed its companies to 
stoke up far too much debt, 
pairing them vulnerable to a 
cyclical downturn. 

In the background also 
was the fear that , the new 
exporting capacity coming 
on stream in China would 

undermine competitiveness. 

Always good at picking 
out weaknesses, currency 
traders sensed a fear a mon g 
Asian governments that 

their neighbours would steal 
a march by devaluing. 
Unless they did the same, 
they n ^g ht find it hard to 
attract foreign direct Invest- 
ment. 

Now the general assump- 
tion is that Asian currencies 
could remain under pressure 
until they have reached a 
level where they are clearly 
undervalued. Only then win 
governments be able to cut 
interest rates again and eco- 
nomic growth accelerate. 

But Asian governments 
may have to adjust their pol- 
icies if they are to prevent a 
repeat of the shock. First, 
they need to become mere 
nimble in moving their pro- 
duction upmarket if they are 
to compete with China. That 
means upgrading - skills, 
improving infr astructure 
and a more coherent 
approach to regulation and 
competition. 

Second, they need to 
improve the quality of their 
hanking systems so that it 
can handle intermediate 
savings more efficiently and 
productively. With an aver- 
age savings rate of 36 per 
cent. Asia generates a lot of 
capital internally and should 
not need such heavy reliance 
on imported capital 

Had fewer domestic 
savings been wasted on 
unproductive property spec- 
ulation, the problems facing 
Asian economies would be 
much smaller. 
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from spices and silks to computer chi ps ™, 

Indies oldest hank salutes India's transition into a foe market economy; 
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T^te; reach of the 
region's . currency 
crisis could bring 
pressure on the 
ixiohey market 

AmSd the dtallenges of Hong 
Kong& transfer from capital- 
ist to communist sovereigns 
tt is pe rhap s surprising that 
the. question marks hangin g 
over the territory's economic 
-prospects have emerged 
from the erstwhile tigers of 
. ."squtiteast Asia rather than 
from the riafrfl of. the band- 
;ofta~ 

’■•’.'Yet,.; while Hong Kong’s 
economy and its business 
. sectarians powered through 
^.pohtics of July's transi- 
tion, they are now con- 
fronted by the iaQ-out from 
regional currency upheavals, 
financial crises and competi- 
tive devaluations. 

^Donald Tsang, financial 
secretary, is unruffled. He 
believes the worst of the 
regional crisis has passed. 
“We are.atta comma, if not a 
full stop," he says. Hong 
kong's: fimdamehtals are 
robust, be, adds. "The econ- 
omy is' looking pretty solid, 
inflation has moderated, cor- 
porateprofits are good and 
China is. daihg weU. I would 
expect bur performance . in* 
1997': and in early 1998 at 
least to be good-” 

_ "Most economists agree. 
"There may be some effects 
on tirade, but nothing very 
damaging.” says Jan Lee, 

- chief economist at Hongkong 
Bank... "There is strong 
momentum and the funda- 
. rnprjtais are strong.” 
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Dona*dTs*ng: befieves the 
Worst of the crisis te over 


<Those .; ...fundamental 
strengths were demonstrated 
> lastmonth, when the gov- 
ernment published its report 
\on 'pw economic perfor- 
mai^ Of the -first halt “For 
trie ' past six quarters . the 
eomomy has been accelerat- 
ing,-* paid Kwong Yiu-tang, 
the government economist. 
H&" saw ? no signs that the 
economy would : slow in the 
second half, maintaining a 
tajgEt oftfjj per cent growth 
tn QDP for the full year. Mr 
KWbpg ; also confirmed that 
TobUst growth would be 
. acetenpaaied by fallinginfia- 
.tiah.-witih the forecast for 
annual consumer - price rises 
betag -reduced from .7 per 
to (5.5 per. cent 

TMs- growth has been 
underpinned by strong 
domestic - demand. The 
stump-, in consumer confi- 
deme and the’ evaporation of 

- ti?e feelgood factor in 1994-95 

- has beerL_ replaced by rising 
ass^Earfcesand a steady rise 
to household. incomes. Retail 
sales rose by 8 per- cent in . 
June; compared with the 
saihe' period -last ■ year. Car 
sales jumped by 44 per cent 

. to value and by 43 . per . cen t 
in ; . volume. - Investment- 
spending is forecast to con- 
tinue its rally, while exports 
are also predicted to rise 
after '-a Iadklustre firgt half 
tn particular, shipments to 
Ctmra are espected to "accel- 
erate: The net result, accord- 
ing to Mr Kwong, is that the 
fhll-year forecast may well 
be exceeded. 

•" That the government has 
riot already raised its esti- 
mate is partly a reflection of 
regional uncertainties. 
“They am giving themselves 
some room for manoeuvre in 
case of a downturn," said lari 
Perkins, chief economist at. 
the Hong . Kong General 
Chamber of Commerce. 

On the face of it, the risks 
might seemfubstantiaL The 
_cyde of currency crises, ris- 
ing interest teles and falter- 
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ASIAN MEGACfTlES • by Andrew Symon 


Asia’s megacities; selected indicaftors>;^SS^>* 


Bursting at the seams 


ing growth that has shakeli 
south-east Asia, hat; 
prompted a crash in Horg 
Kong share prices. Specta- 
tors have launched sortite 
against the Hong Kong dd- 
lar, the last Asian currency 
to be linked to the US dolhr 
and a pillar of confidence ri 
post-handover Hong Kong. 
Higher interest rates have 
raised jitters about the prop- 
erty sector, while lower 
exchange rates in rival econ- 
omies could blunt Hong 
Kong's competitiveness. 

Mr Tsang, financial secre- 
tary, believes fears are mis- 
placed. The currency peg is 
backed by foreign exchange 
reserves of more than 
US$80bn and by China's 
' political support. The few 
speculative assaults over the 
past few months have been 
repelled, while the Hong 
Kong dollar has held steady 
within the small bands 
around its peg rate of 
HK87-80 to the US doDar. 

That rate is bound to blunt 
Hong Kong's competitive 
edge, given the falls of up to 
30 per cent ' in other regional 
currencies but Mr Tsang 
plays down the impact He 
points to the shifting struc- 
ture of the economy, in 
which the territory has 
exported much of its manu- 
facturing base across the 
border into China in search 
of cheaper production. Ser- 
vices are now the mainstay 
of the economy and are less 
exposed to competitive 
devaluations. . 

The restructuring cited by . 
Mr. Tsang provides an addi- 
tional area of strength, 
according to Mr Lee at Hong- 
kong' Bank. He argues that 
GDP. figures do not ade- 
quately reflect the benefits 
from the integration into the 1 
southern Chinese economy. 
“Hong Kong is now a pillar 
of the Pearl River, Delta, but 
without statistics for gross 
national product the Hows of 
profits and dividends are 
omitted,” Le says. "That i 
masks a more robust; percep- 
tion of activity.’* . .. 

While such confident , 
assessments dominate analy- 
sis of the Hong Kong econ- 
omy. however, there are 
Important caveats: Hong 
Kong's increasing integra- 
tion with the Greater Chi- 
nese market secures its role 
as a conduit for investment 
and trade to. the world's fast- 
est growing market But it 
also means that Hong 
Kong’s fortunes are dictated 
by Beijing’s ability to keep 
its economy on track. 

Zhu Rongji the economic 
tzar who Has engineered 
steady growth with stable 
inflation has won plaudits 
for his management. But 
China is now faced with the 
daunting task of salvaging 
crippled state-owned indus- 
tries. And while Hong 
Kong’s service-based econ- 
omy may brush off competi- 
tive devaluations in the 
region, China’s export 
machine, which helped 
prompt the turmoil in the 
fast place by raising pres- 
sure an regional rivals, may 
now itself find the going 
mare- difficult. 

In Hong Kong, the risk is 
that the fundamentals which 
set it apart from the stumb- 
ling economies of the Associ- 
ation of South Bast Asian 
Nations (Asean), might be 
eroded - by prolonged 
upheaval in the region. Pres- 
sure' on . the . currency has 
translated into pressure on 
interest rates, raising con- 
cerns that the property and 
banking sectors could suffer. 
The Hong Kong Association 
of Ranks has so far played 
-down the threat, describing 
turbulence in the interbank 
markets as temporary and 
. insuffi cient to require an 
increase in deposit rates. 

. That may be. But the 
recent fund flows out of 
Hong Kong’s tumbling stock 
market, have at least under 
lined the reach of. regional 
forces and could lead to .pres- 
sure in the money market. 
Hong Kong may be a .sepa- 
rate case in terms of its 
robust economic base, but 
the fell-out from its neigh- 
bours’ woes may nag at the 
confidence fostered by the 
territory’s smooth transition. 


If planners get it 
wrong, megacities 
may not be able 
to function 
commercially 

Managing the growth of 
Asia's megacitLes may well be 
one of the gre ate st challenges 
facing the region. 

Financing needs are huge - 
$20bn-40bn a year according 
to the Asian Development 
Bank (ADB). But, if capital 
markets are to be tapped, 
then governments must have 
clear regulatory and imple- 
menting processes in place to 
reduce investor risk. 

“It is not a money con- 
straint, it is not the lack of 
financial Instruments. It is a 
regulatory, and processing 
constraint," says the World 
Bank's Indonesia country 
director, De nnis de Tray, 
based in Jakarta - one of the 
region's largest urban con- 
glomerations. 

Throughout Asia, long-es- 
tablished centres such as Jak- 
arta are turning into megaci- 
ties - vast urban areas 
stret ching 50-10Qkm from city 
centres, overflowing with 10m 
or more people, and bursting 
water and sanitation systems, 
roads and public transport, 


and the limited housing sup- 
ply. Daily hie for masses of 
people consists of long jour- 
neys to work, shoddy hous- 
ing, contaminated drinking 
water, and air and noise pol- 
lution. 

By 2005. the ADB estimates 
that Asia's urban population 
will more than double from 
Llbn to 2-5bn, as a result of 
population increase and rural 
migration, and will make up 
half the world’s urban popu- 
lation. There will be some 20 
megacities each with more 
than 10m people, and 10 of 
these will have a population 
of metre than 20m. 

What is at stake is not sim- 
ply living standards, but the 
ability of these cities to func- 
tion as centres for industry 
and ennwn Brcp. 

"If city management Is 
overwhelmed by headlong 
growth, the quality of life is 
diminished for everyone, in 
particular the urban 

poor megacities will 

become even more congested, 
polluted, unhealthy, expen- 
sive and socially divided,” the 
ADB says in its most recent 
animal report. “A downward 
spiral will follow if inward 
investment is deterred: the 
megacity 's comparative 
advantage will disappear, the 
tax base wifi diminish, and 
there will be correspondingly 


fewer resources to manage 
the growing problems.” 

To enable megacities to 
sustain their productivity 
and to "moderately” improve 
their quality of life, the ADB 
estimates funding of $20bn a 
year is needed for infrastruc- 
ture now, rising to $40bn a 
year during the next decade. 

The conventional wisdom 
is that this investment Is 
beyond the capacity of devel- 
oping governments relying 
on state-owned enterprises 
and traditional sources of 
public finance alone (includ- 
ing multilateral and bilateral 
development assistance). 

Instead, the model pro- 
moted by development agen- 
cies in the region and 
adopted by governments to 
varying degrees is one of 
partnerships with the private 
sector, more commercially- 
oriented public sector enter- 
prises able to finance expan- 
sion through interna] funds 
and borrowings; removing 
price subsidies benefiting 
higher income groups able to 
pay full economic costs and 
targeting better subsidies to 
the poor, and opening up sec- 
tors to private sector financ- 
ing and operation of services 
under "build own oper- 
ate/transfer ” schemes and 
concession arrangements. 

Responding to new possi- 


bilities for private sector par- 
ticipation in Asia are the 
emergence in International 
capital markets of dedicated 
infrastructure funds such as 
AIG Asian Infrastructure 
Fund, sponsored by the 
American International 
Group. Formed in 1994 to 
make equity and convertible 
debt investments in infra- 
structure and related indus- 
tries, the fund now has 
aggregate commitments of 
more than $lbn- 
Another is the Aslan Infra- 
structure Fund (AlFj, a 
$779J5m private equity fund 
formed in 1993 and sponsored 
by Peregrine Investment 
Holdings of Hong Kong, and 
co-sponsored by Frank Rus- 
sell Company of the US. Lead 
investors are the World 
Bank's International Finance 
Corporation, the ADB, and 
Soros Fund Management. A 
second $1.5bn fund is to be 
launched by AIF by 199a 
These funds now have an 
impressive portfolio of invest- 
ments in private sector tele- 
communications. power, 
ports and toll roads. With the 
exception of toll roads, how- 
ever, there have been few 
investments in urban infra- 
structure - in water supply, 
and in sanitation and mass 
rail transit systems. 

In part this is due to the 
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feet that the commercial via- 
bility of the latter, given 
their natural monopoly char- 
acteristics and government 
requirements to provide all 
encompassing services to low 
income households, is more 
problematic for private sector 
operation than power plants 
and mobile phones. 

Yet even here, there Is 
room for private sector par- 
ticipation. says the World 
Bank’s Denis de Tray. The 
obstacle, he says, is the lack 
of clear regulatory frame- 
works, and contrary 
approaches by government to 
the implementation of new 
projects. 

"There is great potential 
for private investment in 
urban and other infrastruc- 
ture provision, but it is very 
hard to extract that poten- 
tial," Mr de Tray says. 

“The main reason is a lack 
of professional urban man- 
agement, overlapping juris- 
dictions and highly political 
decision-making. Therefore 


there is a high-risk environ- 
ment for the providers of 
infrastructure and hence for 
the financiers of infrastruc- 
ture." 

What Is Often happening. 
Mr de Tray says, is that 
would-be private sector oper- 
ators rush into a project, in a 
sector opened up by a gov- 
ernment, on an ad hoc basis. 

Project sponsors then go to 
the Twnim and capital mar- 
kets, but find there is not 
enough clarity in the regula- 
tory framework that will sur- 
round the project - for exam- 
ple. profit/revenue sharing 
arrangements with public 
sector partners, and who will 
set tariff rates and at what 
levels. The project cannot be 
quickly financed and then 

Iflngiilchug 

“Coming up with bankable 
projects depends on there 
being clear rules of the game, 
clear regulatory frame- 
works," Mr de Tray says. 

Andrea Symm is editor of (he FT Asia 
Gas Report. 
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CHINA • by Tony Walker 


SHANGHAI • by James Harding 


Bystander joins in the action 


Beijing's exports 
are growing 
fast but domestic 
demand is still 
weak 

China’s economy appears 
unexceptional compared 
with the turbulence of neigh- 
bouring economies. Amid 
the uncertainty China has 
been relatively calm with 
the exchange rate firm and 
no sign of instability. 

Indeed. China’s assistance 
in helping to stabilise the 
Thai currency - Beijing con- 
tributed Slbn - was an 
encouraging sign of Its con- 
tinued rapid economic inte- 
gration. China is now a 
regional participant whereas 
before it was a bystander. 

All this reflects Beijing’s 
gradual, albeit sometimes 
reluctant, acceptance of a 
leadership role regionally, 

and also recognition of the 
growing interdependence of 
regional economies. 

But while China's econ- 
omy is performing well with 
infla tion continuing to mod- 
erate. economic growth on 
target, and foreign exchange 
reserves rising sharply, the 
leadership cannot be compla- 
cent 

Economic performance 
varies widely among China's 
disparate regions with the 
north-east industrial heart- 
land - China's rust belt - 
severely depressed and 
unemployment on the rise as 
economic reforms bite. 

China's official estimate of 
unemployment among urban 
employees is 2.9 per cent, 
but this vastly understates 
the problem. Joblessness is 
probably closer to 10 per 
cent nationwide and much 
higher in the state-sector 


dominated north-eastern 
cities. 

China's economy overall 
presents a decidedly mixed 
picture - a build up of inven- 
tories, the parlous condition 
of the state sector and suspi- 
cions that official growth fig- 
ures do not tell the whole 
story, have prompted sharp 
debate among economists 
with calls for selective stim- 
ulus. 

Fan Gang, director of the 
China Reform Foundation, a 
private “think tank", 
believes that arguments are 
strengthening for further 
interest rate cuts and 
increased infrastructure 
spending in “bottleneck" 
areas such as transport and 
communications. 

"Aggregate demand is 
down." he says. “The whole 
economy needs to keep up 
the growth momentum, espe- 
cially the non-state sector. I 
believe they have retrenched 
too bard." 

Mr Fan cites figures for 
the six months, which 
showed growth in fixed asset 
investment continuing to 
slow, in order to bolster his 
argument for a further loos- 
ening of monetary policy. 
Fixed asset investment rose 
13.5 per cent to Jane, down 
more than five percentage 
points from last year’s first- 
half growth. 

He also noted that because 
of diminished investment 
opportunities banks' credit 
quotas were not being used 
and funds were being 
returned to the People's 
B ank , central bank. The 
broader M2 measure of mon- 
etary growth was up by 19 
per cent in the first half 
compared with a target of 23 
per cent 

A US embassy study com- 
mented that slower growth 
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Unemployment is on the rise as economic reforms bite 



in fixed asset investment 
was normally a “portent" of 
slower domestic demand. 
"Previous slowdowns in Chi- 
na's GBP growth were pre- 
ceded from four to six quar- 
ters by lower investment 
figures." the study reported. 

Opponents of a rate cut, 
notably the People's Bank, 
argue that such a step would 
risk igniting another specu- 
lative binge on China's 
nascent stock market. But 
this danger appears to have 
receded with the recent ban 
on stock trading by banks 
and state enterprises. 

Inventory build-up has 
emerged as perhaps the sin- 
gle most pressing concern 
for the authorities, underlin- 
ing continuing severe struc- 
tural imbalances and slack 
demand. 

As a recent World Bank 
study commented: "Achieve- 
ment of stable macroeco- 
nomic conditions brought 
into sharper focus remaining 
structural problems in the 
economy. Inventory 
build-up. sizeable unused 
capacity in several industrial 
sub-sectors, and rising 
unemployed labour in areas 
with a large concentration of 


problem state-owned enter- 
prises are symptomatic." 

The report added: “Over 
the last two years the decel- 
eration of aggregate demand 
had been accompanied by 
large inventory growth, 
roughly >10 per cent in real 
tei ms, four times the growth 
rate of GDP. 

“While a fast-growing 
economy with China's distri- 
bution difficulties requires 
inventory build-up. the cur- 
rent inventory level is above 
its long-term average and 
epitomises the rigidity of 
supply adjustment. Many 
industrial commodities may 
never be sold because their 
quality does not meet mar- 
ket demand: grain stocks 
may perish." 

The World Bank study 
referred to 1996 during 
which the state sector 
returned its worst perfor- 
mance since the 1949 revolu- 
tion. The first six months of 
1997 has not seen any 
improvement. A recent sur- 
vey showed that one half of 
industry is working at 
reduced capacity (less than 
60 per cent). 

Capacity utilisation In the 
textile sector may be as low 


as 1Q-2G per cent Oversupply 
of televisions is a chronic 
problem with demand for 
colour sets running at ism 
annually, about half supply. 

But on the other hand 
China can claim it has engi- 
neered successfully a "soft 
landing” for the economy 
after the overheating prob- 
lems of the mid-1990s when 
inflation reached 21.7 per 
cent in 1994. 

China's GDP grew by 9.4 
per cent in the first six 
month compared with 9.7 per 
cent for the whole of 1997. 
Retail prices were up just LB 
per cent on the same period 
last year, well under target 

China's exports have also 
staged a sharp recovery after 
the sluggishness of the first 
half of 1996. Exports to June 
1997 grew by 26 per cent to 
$80.2bn. accounting for 
about one-fifth, or two per- 
centage points, of GDP 
growth. C hina again enjoyed 
a bumper grain harvest, up 
more than S per cent on last 
year’s. 

China's State Economic 
and Trade Commission fore- 
cast a merchandise trade 
surplus this year of $26bn 
compared with $l2J2bn last 
year. Exports for the whole 
year were forecast to reach 
SIBObn, up about 19 per cent 
year-on-year. Imports would 
reach $l54bn, a rise of about 
10 per cent. 

The SETC predicts eco- 
nomic growth of about 10 
per cent for 1997 compared 
with a target of 8 per cent 
Assuming inflation remains 
In check, China's economic 
planners will not complain 
about higher-than-pr ejected 
growth under existing 
macro-economic policies. It 
will strengthen arguments 
against further stimulus at 
this stage. 
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We are sub-Saharan Africa 


banking specialists focusing on 
corporate and project finance 
advisory services and the 
procurement of debt and equity 
funding to support your investment 
plans. We provide a full spectrum 
of treasury, trade finance, metals 
and risk management services. 

As the international arm of 
the Standard Bank Group of 
South Africa, few can match our 


An eye 
to Africa. 
A vision 
world-wide 


understanding of the changing 
African markets and the oppor- 
tunities they offer. 

We are in London, New York, 
Hong Kong, Jersey and the Isle 
of Man. 

If you’re talking business in 
or out of Africa, talk to us first. 
Talk to Alan Jacobson 
on +(44 171) 815 3082 
or Simon Morgan 
on +(44 171)8154107 


Modern metropolis 
reaches for the sky 


A Chinese Wall 
Street is rising on 
mudflats across 
the river from 
the Bund 

Shanghai, China's largest 
city, is undergoing a breath- 
taking renaissance. Since 
1992, gross domestic product 
has averaged annual growth 
of more than 14 per cent, 
doable the rale for the previ- 
ous five years; levels of for- 
eign investment have raced 
ahead of the rest of the coun- 
try, with roughly $26bn 
invested since i960; and per 
capita gross national prod- 
uct has risen to more than 
$3,000 compared with $1,000 
five years ago. 

And the city is rebuilding 
itself for all to see. Looking 
across from the Bund, the 
old colonial waterfront that 
evokes the 1920s and 1930s 
heyday of trade, finance and 
dissolute living, the new 
Shanghai is rising from the 
mudflats on the other side of 
the Huangpu river. Pudong. 
the area ordained to become 
China’s Wall Street, Is 
sprouting so many high-rise 
buildings, that the local 
media reports that one fifth 
of the world’s high-rise 
cranes have come to Shang- 
hai. Early next century, the 
city will boast the tallest 
building in the world. 

In People's Square, home 
of the municipal government 
that has presided over the 
city’s spectacular develop- 
ment, is evidence of the cul- 
tural regeneration. Last 
year, Shanghai opened its 
new museum, housing one ol 
the finest collections of Chi- 
nese works of art in the, 
world. A vast municipal] 
library opened this year and/ 
in 1998, the Grand Theatre. I 
Which Will Stage Ba l in g and l 
western operas, is doe tot 
open. j 

Many of the citizens of] 
Shanghai are seeing aj 
marked improvement in liv-j 
ing standards. There are! 
more than 500.000 people 
working in foreign-funded 
ventures, where salaries 
tend to rise by at least 10-15 
per cant a year. A small but 
growing number of people 
owns their own homes. 

Bnt behind the soaring 
new skyline and the Increas- 
ingly flamboyant High Street 
fashions, lurk some awk- 
ward questions for Shang- 
hai: what Is driving the 
growth and can it be sus- 
tained? Can a city operating 
in a state-controlled econ- 
omy foster a modern finan-J 
dal and commercial centre, 
and if it cannot who will 
move into the lm square 
metres of vacant office] 
space? What is to become on 
the squalid industrial factor) 


Ties that litter the outskirts 
uf the city and who wtu 
employ their redundant 
workers? 

In the formula that has 
aecome popular among 
Shanghai's municipal leader- 
ship. the hardware of a mod- 
em metropolis Is filling into 
place. But installing the soft- 
ware - the economic free- 
dom that an international 
business centre requires, the 
iHii« base, the welfare and 
training policies needed to 
spread opportunity, and the 
rule of law - may prove 
more diffi cult. 

Officially. Shanghai attri- 
butes the tremendous 
changes to the theory of 
“building socialism with Chi- 
nese characteristics put for- 
1 ard by Deng Xiaoping” , the 
i rchitect of China's eco- 
1 omic liberalisation who 
t ied earlier this year. 

But, privately, the Shan- 
hainese know they were 
nly latterly admitted to the 
conomic transition. From 
he late 1970s, Beijing 
tarted opening op the econ- 
imies of China’s southern 
;oasta] cities, but It was not 
in til the early 1990s that the 
rautious reformers focused 
>n the development of 
Shanghai, the largest city 
with the greatest potential 
for unrest 

Since then, economic 
growth has been driven by - 
largely foreign - investment 
Investment accounts for 
| roughly 70 per cent of the 
1 city’s output. Shanghai has 
more tb«n 16,000 foreign- 
funded companies with a 
registered capital of 
Yn4-L2bn - they account for 
more than one third of the 
city’s industrial production. 

Y uan F. rtnhpn, director Of 
the Economic Institute of 
the Shanghai Academy of 
Social Sciences, wants to see 
further opening to the out- 
side world, arguing that the 
city’s development “will rely 
on overseas investment”. His 
call for accelerated liberalis- 
ation reflects the concern in 
an investment-driven econ- 
omy that maintaining the 
growth rate depends on the 
continued flow of largely for- 
eign funds. 

Consumption levels 
remain low and are only 
growing slowly, some fear 
too slowly to sustain foreign 
investor interest at current 
levels. The property sector, 
where investment has out- 
stripped local demand, has 
already seen a marked slow- 
down in commitments from 
foreign companies. 

Whether or not the reli- 
ance on investment makes 
Shanghai's growth a touch 
precarious, the spread of eco- 
nomic improvements has 
anyway been patchy. 

The industrial sector, once 
at the heart of the local 


economy, has seen a sharp 
12.1 per cent fill in profits in 
the first half of the year, 
while state-owned enter- 
prises have recorded a fur- 
ther increase in losses. As 
industrial output has risen, 
so too have stockpiles with a 
value in the first half of 1997 
of Yn30bB- 

The state-owned compa- 
nies of Shanghai employ 
roughs wo thirds of the 
citr's workforce. The prob- 
lems of state industries, 
therefore, carry profound 
social consequences; first, 
the growing inequality of 
wealth in Shanghai, where 
by last year the gap between 
the top 10 per cent bracket of 
wage earners and the bottom 
10 per cent had quadrupled 
compared with five years 
earlier. Second, and more 
critical! v to an administra- 
tion with a desperate fear of 
social unrest, the looming 
bankruptcies in the state 
centre will mean heavy 
redundancies. The official 
figures show 1996 unemploy- 
ment of 150,000 people or 
below 3 per cent - but the 
number of "redundant work- 
ers” given a subsistence sal- 
ary- and kept on the boobs of 
defunct state enterprises is 
higher and. government offi- 
cials fear, set to grow. 

The engine for employ- 
ment in the future, it is 
hoped, will be service indus- 
tries. The Chinese central 
government leadership has 
put its weight behind Shang- 
hai’s development as the 
country's financial and com- 
mercial centre, allowing the 
development of a stock mar- 
ket and opening insurance 
and banking services to for- 
eign competition on a lim- 
ited basis. 

But finan cial services lib- 
eralisation bas been slower 
and more restrictive in 
financial services than many 
foreign investors had hoped 
- China still lacks a ftilly 
‘ convertible currency, a secu- 
rities law, a modern corpo- 
rate ownership structure 
and the flexibility that 
would enable banks and bro- 
kerages to expand rapidly. 

By 2050. Xu Kuangdi. 
Shanghai's mayor, would 
like to see Shanghai regain 
the position it held earlier 
this century as the pre-emi- 
nent financial centre in Asia. 
To do that, to complete the 
renaissance process begun 
with the construction of a 
modern city’s hardware, he 
says the city will have to 
push ahead with reform. The 
challenges are considerable, 
but for China the stakes are 
also high: In the words of 
the late Deng Xiaoping: 
"Shanghai is our trump , 
card, and it will become 
easier for us to develop 
China if we first develop 
Shanghai-" 
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Europe has everything to gain from its 
dealings with a growing Latin America. 






The economic future of Latin America 
can also ^ain through the Strengthening 

jof its links with Europe. 


America since 1910, Sudameris offers its local and 
ooal diems foe greatest army of b ankin g services 
a network of more than 300 offices in the area. 
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London Limited 
Tel: (44 171)815 3000 
Fax; (441 71) B15 3099 


NEW YORK; 

Standard 
New York. Inc 
Tet 11212)407 5000 
Fax; (1 212)407 5025 


Standard Bank 
London 


A member ol the Standard Bank Group of South Africa 


HONG KONG: 
Standard London 
(Asia) Limited 
Tel: (852)2822 7888 
Fax: (852)28227999 


JOHANNESBURG: 
Standard Corporate 
and Merchant Bank 
Tel: (2711)5362965 
Fax (2711)6368117 


Standard Bank London is rojuJaied D> Ttio Securities and Futures Authority and b a merrtrat of Iris London Slock Exstunga. me London 0u6on Market Aseocndion and London Mntal Exchange 


; Banque Sudameris 

* . 

i 9 Bona Gonumdale [attain Group . 

a 

a 

• Hoio-cwe . A special link between Latin America and Europe 
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potential. the 
people and the 
-j^foraa rn Kg jof its eastern 
- ; D^raiin3, India's economic 

^b^^C fiDtire, The question 
. #Jwfi£®er the next so years 
■wSfr^better. ' 

- v ' : vTO^.:^honld be; for the 
goaft/reason tiiat the reform- 
already swejrt&way 
i^fthy'bftiae perverse regula- 
f'tkasST. and; controls of ~ the 
^Ucance-r^ the for- 
eigit exchange crisis of June 
ISStiy Bixt ‘ India's perfor- 
mance is still onEkely to be 
as^gbodas it could be 
' / The' central elements of 
r the^rrfprm^ mitiated and 
ISrg^ly^ camed through by 
MaEDihohah Singh, as fi n a nce 
. minister. of-lthe -minority 
-Gm&ussparty government 
headed by py Narasimha 
Eao/were: 

a .p»Jifi^ing of investment 
£§&' ‘production in most 
v indnstEuSi ' •■ ■ " 

.." ^Decontrol.- of business . 
decisions on /location and 
tecfiSmlogy \ '■' ’. transfer, , 
qftte|igjb .not of decisions to 
laySiff, 'worker^; or close 
the so-called 

R Lifting -f>f many import 
OHria^^.i aWaoa^i not those 
on; ii^warts of consumer 
' goods, v white lowering tmiBS 
|o their dirreat peak , of 40 
PBrcent^ • A; ", /••■ . 

■ Etaounigemeid of foreign 
. dkect ; investment, with 

nwka^-afotrol, except in a 
few- c o nsumer goods indus- 
• irtfis. 1 ' • - ' 

■ Opening up of additional 
sectors to private investors, 
including power, steel; oil 
refining, air transport, tele- 
communications, ports, min- 
ing andpharmacenticals. 

■ liberalisation. of capital - 


markets, with entry of pri- 
vate mutual funds »>w* for- 
eign institutional investors.' 
a Reform of the tax system, 
with lower rates and a sim- 
pler structure. 

In addition, between 
198S86 and 1990-91, the gross 
fiscal deficit of the central 
government had been more 
than 8 per cent of gross 
domestic product, but this 
was S.7 per cent by 1992-93. 
In July 1991 the rupee was 
. devalued a gainst the US dol- 
lar by 22 per cent and a man- 
aged exchange rate was 
Introduced in 1993. This com- 
bination generated a sharply 
improved current account 
position, while foreign 
exchange reserves rose from 
UL2tan in 1990-91 to $25.4bn 
by June this year. 

As a result of these vari- 
ous reforms, India's rate of 
economic growth has risen 
to about 6 per cent a year. 
This is well above the miser- 
able &5 per cent of the 1960s 
and 1970s. It is also far more 
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sustainable than the debt- 
driven average growth of 5£ 
per cent of the 1980s. 

Yet even growth at 6-7 per 
cent a year is below the 
potential of a country with 
India's human resources and 
an income per bead (at pur- 
chasing power parity) half 
China's and a twentieth that 
of the US. There are also 
signs of a slowdown: 
between 1995-96 and 1996-97, 
the dollar value of India's 
merchandise exports grew 
only 4 per cent, against 21 
per cent the previous year; 
and industrial output expan- 
ded by only 6.7 per cent in 
199697, down from 1L9 per 
cent the year before. 

Further action is heeded to 
put growth on a foster and 
steadier course. This year's 
budget from P. Chidam- 
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ASIAN PROPERTY MARKETS • by Khozem Merchant 


Towers are symbols 
of rare optimism 
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ba i yy i , tha finance minister, 
may have made a splash, 
notably with its reduction in 
the top rate of income tax to 
30 per cent and abolition of 
the taxation of dividends in 
the hands of shareholders. 
Yet it was more an indica- 
tion of reforming Intentions 
than a significant reform in 
its own right. 

First, the fiscal deficit is 
still too high, even though 
that of the central govern- 
ment foil to 5 per cent of 
GDP in 1996-97. This much 
borrowing is excessive, par- 
ticularly with interest pay- 
ments already accounting 
for nearly a fifth of spending 
by central and state govern- 
ments. 

Second, the public sector 
must be reformed and redi- 
rected. Comprehensive pri- 
vatisation is one necessity. 
Another is tighter controls 
over wasteful spending. In 
1994-95 subsidies that cannot 
be justified by wider social 
and economic benefits 
amounted to 10.7 per cent of 
GDP and the rate of cost 
recovery on subsidised goods 
and services was a miserable 
10.3 per cent. In 1993-94, sub- 
sidies by the states to Irriga- 
tion and power were nearly 
double spending on elemen- 
tary education and public 
health. 

Third, further liberalisa- 
tion is needed - of trade, of 
capital inflows and outflows, 
of the labour market regula- 
tions that favour a tiny 
minority, and of the policy of 
reserving products to the 
small-scale sector. 

Hitherto, the response of 
the United Front minority 
government to these chal- 
lenges has been to muddle 
along slowly, albeit in a 
reforming- direction. 

It has approved the sale of 
minority shareholdings, but 
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in only four state companies 
(though the total number of 
public enterprises in which a 
minority of shares has been 
sold since reforms began is 
now 40). It has dropped the 
bill paving the way for liber- 
alisation of insurance. And it 
has rejected foreign invest- 
ment in domestic airlines. 

Yet this same coalition 
government has announced 
increases in the prices of pet- 
rol, diesel and liquefied natu- 
ral gas, to tackle the $5bn 
deficit created by subsidies 
to oil products, and has sig- 
nalled its intention to end 
the administered price sys- 
tem. It hag also ta ken the 
decision - partly under 
external pressure - to phase 
out controls over imports of 
consumer goods, the ques- 
tion only being over how 
many years. 

The rupee has been 
remarkably stable against 
the dollar over the past 12 
months, at around 36, 
though it was allowed to 
weaken somewhat from late 
August. Given the recent 
strength of the US currency, 
the currency is probably 
overvalued- Yet if the gov- 
ernment is to secure a depre- 
dation that does not simul- 
taneously risk an undue 
monetary expansion, it 
should eliminate curbs on 
imports of goods and ser- 
vices and on capital out- 
flows, to increase the 
demand for foreign 
exchange. 

Much has been done. Yet 
at least as much remains on 
-the agenda if India is to sus- 
tain the rapid growth It 
needs. Complacency is 
always a luxury. Zt is one a 
country containing more 
than a third of all the 
human beings who live on 
less than a dollar a day can- 
not afford. 


Skyscrapers are a 
legacy of heady 
confidence and 
big bank loans to 
developers 

Last month in Shanghai, 
China's rapidly-growing 
flnanr-iai centre, the ground 
was broken for the start of 
development work on a 
$630m skyscraper, the 
1 ffoflnpft for which is being 
provided by a group of Asian 
investors. 

The Shanghai World 
Financial Centre, when com- 
pleted in 2001, will be the 
tallest building in the world, 
a nose ahead of the current 
leader, Petronas Towers in 
Kuala Lumpur. 

The city's new tower, 
being built despite an exist- 
ing property overhang, is 
together with *PetTonas a 
symbol of Asia's extraordi- 
nary optimism. What 
remains to be seen is 
whether amid concerns 
about a regional economic 
slowdown and continuing 
assaults on south-east Asian 
currencies the towers turn 
out to be a testament to vain 
ambitions. 

Asia's gleaming buildings 
are a legacy of massive con- 
struction In the 1980s when 
banks, with little risk analy- 
sis or regulation, lent hand- 
somely to developers. 

“Over-lending trapped us 
into difficulties," says Step- 
hen Lee of property consul- 
tants Jones i-ang Wootton In 
Singapore. “Prudence has 
not been a watchword in 
Asian construction. It will be 
now." 

Last year, a slowdown In 
the tigers' export-driven 
economies led to acute diffi- 
culties domestically. Prop- 
erty companies struggled to 
fill premises. Many defaulted 
on loans and, in turn, laid 
bare the immature banking 
and financial system that 
had sustained the activity. 

Some economists argue 
the damage to hanking will 
have been worth it if the 
result is a better regulated 
banking sector. They say 


what is needed is stricter 
pnfnrrMnwnt of global stan- 
dards on minimum liquidity 
levels; better central bank 
supervision; and enhanced 
accounting standards and 
transparency. 

In Thailand what the prop- 
erty indulgence and the sub- 
sequent banking crisis 
revealed was a rotten core. 
On the day In February 
when leading Thai properly 
developer Somprasong Land 
defaulted on its $80m euro- 
bond shares In banks and 
finance companies fell foster 
than shares in the property 
sector itself. 

Property -related lending at 
Thai hanks amounted to 10 
per cent of the total; at 
finance houses it was 25 per 
cent. Analysts estimate that 
half of these loans are non- 
performing; in addition, 
nearly three-quarters of all 
loans are collateralised by 
property. 

In Korea, the banks’ prob- 
lems are more the conse- 
quence of decades of govern- 
ment-guided “policy 
lending” to industry. This 
has not allowed them to 
develop a risk analysis cul- 
ture. After a series of cor- 
porate failures this year, 
□on-performing loans now 
make op 15 per cent of the 
total loan book of Korean 
banks. 

In the Philippines, the cen- 
tral bank says property 
loans represent 11 per cent 
of bank loans but analysts 
believe this is a conservative 
estimate. 


In Malaysia, where lending 
to property accounts for 
nearly 30 per cent of bank 
loans, government officials 
fear a weak property sector 
will hit investor confidence 
in other sectors. Malaysia is 
regarded as better placed to 
withstand a property col- 
lapse, but assaults on its cur- 
rency and stock market have 
exposed weaknesses, in par- 
ticular an increasing hole at 
the heart of government pol- 
icy-making. 

“We do not want to see 
another property band- 
wagon," says Ravindra Dass, 
executive chairman of Dass, 
Lee and Mohamad, property 
consultants in Kuala Lum- 
pur. “We do not want 
another 1985-87 collapse," he 
said, referring to an earlier 
slump which at its peak left 
6m sq m of empty office 
space in Kuala Lumpur and 
saw rents plummet 

Regional governments 
have curbed lending to prop- 
erty. Thailand, now bound 
by the tough conditions of a 
fi6.7bn IMF-organised res- 
cue package, has closed or 
forced the merger of more 
than half of its 91 finance 
houses. Korea recently 
announced a $2.4bn rescue 
package designed to remove 
non-performing loans from 
h anks * balance sheets. 

Malaysia has acted to wipe 
the froth of excessive prop- 
erty lending. Singapore has 
also placed caps on loans for 
properties and curbed oppor- 

Con tinned on page 22 


Property loans to total loans, 1996 
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Credit ratings from all leading world 
rating agencies 

Accredited by EBRD program 
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Symbols 
of rare 
optimism 


Continued from page 21 > 


t uni tics for “speculative 
trading”. 

“What we have done 
should have been done in 
Bangkok,” says Mr Lee. 
“The overriding policy deci- 
sion was that we did not 
want to price ourselves out 
of the global market," he 
added, a reference to the 
high cost-base of operating 
out of Singapore, and now 
Malaysia. 

Mr Dass says there must 
be a “machinery to curb" 
needless diversification into 
property. “Government must 
decide how much the market 
can take and spot a potential 
oversupply well ahead,” he 
says. Manu Bhaskaran, 
group head of research at 
Soc Gen -Crosby in Singapore, 
says “an early warning sys- 
tem" is needed. “Bangkok 
did not have one, and look 
what happened.” 

An obvious example is 
Hong Kong, where the 
authorities drip-feed the 
market with auctions of land 
to contain a sector that is 
“strongly driven by senti- 
ment”, says Mr Lee. 

Last month’s land auction, 
the first since the handover 
of the former British colony 
to China in July, showed 
confidence was firm. But 
such is the “magnitude of 
the housing imbalance in 
Hong Kong that there will 
always be intense price pres- 
sures". says Mr Lee. 

That pressure was 
reflected in the prices 
fetched at the auction. The 
winning bid was equivalent 
to HK$16,114 per square foot, 
making the Island one of the 
most expensive property 
markets in the world. 

Many of the colony’s most 
prominent developers have 
called on the government to 
release more land. Mr Tung 
Chee-hwa, Hong Kong’s chief 
executive says housing is 
one of his main priorities. He 
has pledged to increase sup- 
ply by 85,000 units a year. 

Hong Kong residents can 
only envy the surplus else- 
where in Asia. Yet excess 
has been the root of the 
problem in Thailand and is 
now seriously worrying Mal- 


LATIN AMERICA • by Stephen Fidler 



Recovery has a healthy look 


Latin America has 
taken advantage 
of the abundant 
liquidity in capital 
markets 
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Kuala Lumpur's PetnmeUa Towers: faKest buMng in the world 


aysia and Manila. 

■ In Thailand, estimates of 
unoccupied housing units 
range from 350.000-800.000: 
another 70,000-100,000 units 
are expected to be completed 
this year. Average annual 
demand is 120,000 units. In 
the office market, more than 
50 per cent of space com- 
pleted last year has not been 
let. Jones Lang Wootton, 
property surveyors, says lm 
sq m of new space will be 
completed in each of the 
next four years but annual 
demand will swallow only 
slightly over half that 
amount. In central Bangkok 
alone, JLW says by the end 
of this year almost 30,000 
apartment units will remain 
vacant, equivalent to over 
six years of demand. 

■ In Malaysia, by last 
December there was an esti- 
mated 38m sq ft in office 
space in Kuala Lumpur. This 
is expected to increase by 
36m sq ft by 1998. The 
annual take-up rate is about 
3m sq ft. Several prestige 
projects coming on stream 
by 2000 will add to the glut 


■ in Manila. 930.000 sq m 
of prime office space will be 
completed between thi« year 
and 2000, according to JLW. 
Although GNP growth in the 
first half declined to 5.9 per 
cent from 7.5 per cent a year 
ago, demand for space is 
forecast to stay firm. A sur- 
plus will emerge by the turn 
of the century, says JLW. 

■ In Jakarta, the volume 
of total prime office space 
will rise by 238,000 sq m this 
year adding to the total 
capacity of 2.52m sq m. More 
than half of the rise is 
already taken up. The 
increased supply is twice as 
great as forecast nine 
months ago, says JLW. 
though Jakarta remains a 
laggard. 

T ha t adds up to plenty of 
space. Filling it will be a 
challenge made all the 
harder by forecasts of slower 
economic growth. All devel- 
opers would like to matoh 
the pulling power of 
Petronas. For, as Mr Dass 
says, “Petronas chooses ten- 
ants. rather than tenants 
choosing Petronas.” 


Latin Amer- 
ica's recovery 
from the Mex- 
ican-Induced 
economic 
slowdown of 
1995 has continued. The 
worst hit countries - Mexico 
and Argentina - are expec- 
ted this year to be a mong 
the fastest growing in the 
continent. But the biggest 
question mark now- hangs 
over Brazil and the sustaina- 
bility into the medium term 
of its so far successful anti- 
inflation plan. 

The shape of the recovery 
has for the most part looked 
to be healthy and sustain- 
able. According to the Inter- 
American Development 
Bank (1ADB), last year popu- 
lation-weighted growth In 
the region was 3.5 per cent, 
compared with less than z 
per cent in 1995. The recov- 
ery was led by exports, 
which rose 8.3 per cent, and 
investment which rose by 5.6 
per cent 

This year’s growth will be 
between 4 -and 5 per cent, 
with Argentina’s growth 
close to 8 per cent «n/i that 
of Mexico now officially fore- 
cast at 6 per cent. 

This accelerating growth 
has been made possible by a 
continued lack of external 
financing constraints. Latin 
American governments and 
companies have taken 
advantage of the plentiful 
liquidity sloshing around in 
the world's financial system 

— thanka mainl y to relaxed 

monetary conditions in 
Japan and Germany. 

Capital flows to the region 
expanded to $63bn last year, 
about 3.5 per cent of the 
region's GDP and matching 
in dollar terms the record 
year of 1993. 

Unlike in 1903, when 
Argentina and Mexico domi- 
nated flows, Brazil domi- 
nated (he region as a desti- ) 
nation for capital, 
accounting for 60 per cent of 
the totaL Increasing sums of i 


foreign direct Investment 
(FDI) are also entering the 
region: some $33bn In 1996. 
more than half the net capi- 
tal flows to the region. 

Brazil is expecting some 
S15bn of FDI this year, com- 
pared with just over $9bn in 
1996 - in part because of a 
massive privatisation pro- 
gramme that is gathering 
momentum - while Mavfco 
is expecting some *llbn of 
FDI in 1997. 

However, the question 
about what will happen to 
the region's economies in 
the event of a contraction in 
world liquidity or a collapse 
on Wan Street continues to 
be an important one. 

Tatln American budgetary 
discipline has improved sub- 
stantially in the past decade, 
helping to bring inflation 
down to an average 11 per 
cent in the region last year. 
But budget deficits are still 
often too high for comfort in 
the growth phase of eco- 
nomic cycles. This means 
when the economic down- 
turn comes, governments 
have no fiscal cushion to 
alleviate recession. 

Argentina continues to 
need significant sums in 
external finance every year, 
in part to repay maturing 
debt and in part to ffnanna 
its fiscal deficits. 




"The major challenges 
that face Argentina are to 
reduce high levels of unem- 
ployment and attain a more 
solid fiscal balance,” said the 
IADB in the 1997 report. Eco- 
nomic and Social Progress in 
Latin America, published 
this month. “Though the 
existing deficit is a relatively 
small share of GDP, it ren- 
ders public finances vulnera- 
ble to an economic downturn 
or adverse shock.” 

In Brazil, the budget defi- 
cit is even more of an Issue. 
With the government unable 
yet to secure the fiscal and 
social security reforms from 
Congress needed ' to bring 
some long-term stability to 
fba budget, this year's con- 
solidated public sector defi- 
cit is likely to reach 5 per 
cent 

The fiscal deficit has exag- 
gerated a surge in spending 
- normal in the initial stages 
of a successful stabilisation 
programme - forcing the 
government to apply the 
monetary brakes. This has 
led to very high interest 
rates, and weak investment 
growth. According to the 
IADB, the “fiscal vulnerabili- 
ties associated with the need 
to finance large deficits and 
roll over a large public debt 
are substantial and rapidly 
growing™.. 


According to estimates 
flom Goldman Sachs, the US 
investment bank. Brazil 
needs $55bn a year to sus- 
tain its managed ex ch a n g e 
rate regime - a figure which 
has led to some nervousness 
that instability in Asia's cur- 
rency markets could spread 
to Brazil 

Weak investment was also 
cited by the IADB as a 
source of concern in other 
parts of Latin America. 
Investment declined by an 
average of 4J5 per cent in the 
Andean region and by 2.6 
per cent in central America 
and the Caribbean. 

This is disappointing - as 
have been T .a tin American 
growth rates In the 1990s, 
despite the extent of the 
structural reforms carried 
out since the 1980s in the 
region. 

Work by economists at the 
IADB. building an research 
from the World Bank, is 
attempting to explain why 
growth has not begun to 
matnh that enjoyed by many 
Asian economies in recent 
years. 

In the first place, the IADB 
economists conclude that 
the reforms have helped 
growth to some extent. 
“Without the structural 
reforms of the past decade, 
per capita income would be 


12 per cent lower, and the 
potential GDP growth in the 
future would be 15 per cent 
lower than the current aver- 
age,” says this month’s 
IADB report Productivity of 
labour and capital would 
have continued to fall and 
investment rates would have 
stagnated at less than 17 per 
cent of GDP. 

However, under present 
policies the region's econo- 
mies can only hope to grow 
at 4 per cent a year. This is 
partly because the reforms 
are so far incomplete. With 
further reforms, the region 
could aspire to an annual 
growth rate of 5.5 per cent. 

To raise this further 
requires big changes in edu- 
cation, tbe economists 
argue. “The greatest obstacle 
to future growth in the 
region is the lag in educa- 
tional effort.” the report 
says. If the workforce had 
one additional year of 
schooling, the report contin- 
ues. the growth rate would 
rise to 6.5 per cent. 

“By combining better eco- 
nomic policies with greater 
educational effort, per capita 
income in Latin America 
could be 20 per cent higher 
within a decade, and in two 
decades 50 per cent higher 
than it would be without 
such strategies.” it says. 



Lanftch of Um real: the vufcMmbHy of Brad's new currency Is a cradai question 
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The winds of change bring opportunity . 




Samba are proud to announce their 1997 results. 

Saudi American Bank have done it again 
For the fifth consecutive year, we've been voted 

"Best Bank in Saudi Arabia" at tbe 

Euromoney Awards for Service Excellence. 

We d like to thank all our clients and every member 
of our staff for their continuous support over the last five years. 

Who knows, perhaps we'fi be announcing 

even more spectacular results next year? 
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pnddantZacSto opened the banking sector to fond*] banks. 


MBGHBO * by Daniel Dombey 
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Zedillbvs changes 
/ ,/ :i^/!ifcei5r , tp add 
to tKef efficiency 
■\ of the economy 

: . ;Ever."_. since . Mexico’s 
disastrous 1994 devaluation, 
'-"the’ country Has seemed to 
. -’ run two economies at the 
y same time, one spurred on 

- by a surging export indus- 
; "fry,. the _ other held 1 bacfe by 

weak domestic demand. Now 
/_' 'that has changed. 

' ,'The country’s domestic 
' sector, cruelly hit by the 
.post-devaluation slump, is 
staging a long-awaited reccv- 
. «y, : while exporters are 
hwgjnning to complain that 
they are hurt by the strong 

■ -peso. Although It is still 
tonch too early to talk of any 

. . consumer surge, imports of 
. consumer goods are increas- 
. mg. at a remarkable rate: in 
July they, were up 44 per 
cent on the same month the 
. year before. 

- : .'Par the second quarter Of 
the year gross - domestic 

' product grew by as per cent 
. compand with the same 
period in 1996. While the 

- manufacturing and construc- 
tion industries grew by 9.1 

- per cent and 10JJ per cent 
respectively, contihuing- 
waU-establiahed trends, the 
service sector also improved 
markedly, growing by 7.7 per 

' cent..-. : 

•: Such a recovery might 

- seem exceptional in other 
countries. But Mexico Is a 

..■cyclical 1 country par excel-- 
7 I fence. Most presidents 
inherit' an economic disaster 
at the beginning of their six- 

• year . tern, work hard to 
improve it, only -to see 
things : fall apart in .their 
final years of office. 

. .-President Ernesto Zedillo 
is half way through his term. 
The hope is that the reforms 
he : introduced to get the 
^country out of its 1995 crisis, 

' .when; the - economy 1 shrank 

• ' by *L2 per cent, w£Q be deep 

- - pwn pgh »n prevent , the coun- 
. try from falling into the 
. ‘same did cyclical trap' again. 

’ Mr Zedillo threw open the 
. .banking sector , to foreign 
banks, which now control 

- more' than 20 per cent of the 
troubled sector’s assets. He 

■ opened tip the distribution 
and transportation of natu- 

’■ ral gas to private companies. 
.Hie’ waved ahead the Liberal- 
isation of the country’s- 
long-distance telecommuni- 
cations' market. And, in 
what is seen as his central 
' .reform, he moved the coun- 
try’s p ension system from a 
state-funded pay-as-you-go 
.scheme to a s cheme where 
private fund administrators 
.’ compete for workers’ social 
security contributions. 
-"'.'''Tiie'Citumges are Hkely to 
-add to the efficiency of 
. Mexico’s .economy. Mr 
ZediQa hopes that the pen- 
. sion reform will increase , the 
.country’s domestic savings 
and reduce its dependence 
on_ volatile foreign funds. 

- . But. whether sucix develop- 
ments will be enough to 
; transform Mexico’s 
long- term prospects remains 
to be seen. . 

• Mexico, has Avoided some' 
of the 1 chief sins of the past 


The country’s monetary pol- 
icy is transparent anri non- 
expansionary, while under 
Mr Zedillo’s predecessor 
money supply at times grew 
by 'more than 20 per cent 
more than Inflation By con- 
trast during 1995 and 1996, 
the first years of the Zedillo 
administration, monetary 
policy was among the tight- 
est in the world. 

Inflation is still a problem, 
however. . After having 
'jumped by 52 per cent in 
1995 In the wake of the 
devaluation, and by 2 7J7.per 
cent In 1996. inflation is 
expected to reach 17 per cent 
this year. But the figure is 
now for from the levels that 
made the government crip- 
ple industry with interest 
rates of 100 per cent; and 
■ above. • J • 

The country's banking sec- 
tor is also a concern, despite 
the entry of the foreign 
banks. Although there have 
been innumerable govern- 
ment bail-out schemes, the 
Hanks are still saddled, with 
a heavy burden of bad. debt 
and are often unwilling to 
make fresh loans; so stifling 
economic activity. : The 
banks* mortgage portfolios 
are a special worry. ■ 

An increasing area of 
debate has been e x c han ge 
rate policy, which is heavily 
influenced by the formally 
independent central bank. 
Against almost all expecta- 
tions, the peso Iras strength- 
ened for the year so for, in 
both nominal and real terms, 
despite accumulated infla- 
tion of more than 10 per 
cent The finance ministry is 
understood to be upset with 
the central bank’s steps to 
encourage higher interest 
rates. Exporting companies; 
have cried ’murder’. 

The strong peso has 
undoubtedly helped domes- 
tic consumers — but has hurt 
the trade balance, which 
according to preliminary fig- 
ures for July bas moved into 
deficit for the first time since 
the devaluation. 

The government argues 
that trade deficits are not 
unusual for developing coun- 
tries with constant heeds to 
import to. upgrade their 
infrastructure - and it adds 
that the key is how the defi- 
cit is financed. 

And despite the formidable 
inflow of portfolio investors 
so for this year - by late 
August, the stock market 
was up 50 pier cent in dollar 
tyrmft — Mexico’s entire cur- 
rent account deficit could 
easily be financed by foreign 
direct investment, which can 
only be withdrawn with, dif- 
ficulty. So for this year, for- 
eign companies have agreed 
to acquire Mexico’s biggest 
brewer, its biggest retailer, 
and its . biggest cigarette 
manufacturer, as well as 
other companies. Such 
investments come an top of 
acquisition of new facilities. 

Mexico’s economy looks in 
better shape than it has 
since the peso devaluation. 
Short-term problems remain. 
But the real test wilj be 
whether the country can 
avoid a consumer boom - 
and, eventually, another of 
the periodic crashes that 
have dogged its recent his- 
tory. 
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BRAZIL • by Geoff Dyer 


Nerves on edge as storm clouds gather 


The government 
has recently made 
some pre-emptive 
economic strategy 
moves 

They are battening down the 
hatches in Brasilia in prepa- 
ration for what threatens to 
be a steamy 18 months for 
the Brazilian economy, in 
the period up to and beyond 
next October’s presidential 
elections. 

Since the economic crisis 
hit south-east Asia in July, 
some economists have 
suggested that Brazil, which 
is running large fiscal and 
current account deficits, 
could be the next emerging 
market to become a victim 
of currency speculators. 

So just how vulnerable is 
the real, the new currency 
which was launched three 
years ago? It is not just the 
crucial economic question 
for Bratil, which is enjoying 
its first sustained period of 
economic stability for 
decades, but for the region 
as a whole. 

Because Brazil accounts 
for around half of the gross 
domestic product of Latin 
America, an economic crisis 
there would have profound 
ramifications for the rest of 


the continent. Just ask an 
Argentine exporter what is 
the biggest risk faring his 
business next year. 

Given the potential for 
markets to become nervous 
about Brazil, the govern- 
ment has recently made 
some pre-emptive economic 
strategy moves. There will 
be no surprises, no changes 
and no risks taken with its 
new-found economic stabil- 
ity, is the message the gov- 
ernment impart. 

The appointments in 
August of Gustavo Franco as 
head of the central Hank and 
Andr£ Lara Resende as spe- 
cial adviser to President 
Fernando Henrique Cardoso 
were designed to emphasise 
that there will be continuity 
in economic policy - both 
men were part of the tram of 
economists that , planned *hi> 
new real. 

However, while these 
moves might calm nerves at 
the moment, most analysts 
agree that the risks will 
start to rise in the second 
Half of next year as the elec- 
tion approaches. 

The dilemma for the gov- 
ernment Is that despite its 
success in reducing infla- 
tion. it has a mix of eco- 
nomic policies which are not 
sustainable in the lrm g term. 
The fiscal deficit Is more 


Brazilian real 
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than 5 per cent of gross 
domestic product, despite 
intense efforts to reduce h. 
Meanwhile, the cost of using 
a strong t^nd overvalued cur- 
rency to\keep prices under 
control is high real interest 
rates and a current account 


spending would lead to a rise 
in the fiscal deficit, while a 
pre-election consumption 
surge would be likely to 
aggravate the ' current 
account Upward pressure on 
juices would also result And 


even a modest increase in 
deficit equivalent to per' inflation, would prevent the 
cent of GDP and growing, government from earing the 
The question is whether *.• pressure on exporters 
these problems are manage-' through emtineering a real 
able in the short term, while devaluation of the currency. 
longer-term solutions are • (The real -is depreciating at a 

sought ■ nominal js&fe q&arotind' 8 per ... 

The danger is that under cent a y^-.tbidera Ciqsfely- - is strufcfc :by \ John Welch, 
the pressure of election year nianag^'systetn^df.gixchabge , chief ecdhbxnisf 'for Latin 

rate bands, whifo infla tion is 
expected to be around 6 per 
cent in 1997). 

Under these circumstances 
- a worsening trade balance 


and a currency still overval- 
ued - investors might begin 
to suspect that the govern- 
ment will attempt to push 
for a sharper devaluation 
once the election is out the 
way, as Mexico tried to do in 
1994. If that becomes the 
conventional wisdom, specu- 
lators might decide to force 
the issue. 

However, the majority of 
economists take a more 
relaxed view about the Bra- 
zilian situation. Brazil’s cur- 
rent account deficit of 4J3 pear 
cent of GDP requires a sub- 
stantial inflow of capital, but 
it is well short of Mexico’s 
7.8 per cent to 1994 and Thai- 
land’s 8.3 per cent, econo- 
mists point out. 

Moreover, up to a half of 
the deficit is being financed 
by long-term, direct foreign 
investment, led by a huge 
privatisation programme, 
rather than by more volatile, 
short-term capital. Citibank 
estimates the government 
will raise $80bn over the 
next three years from priva- 
tisation. ■ - 

A farther optimistic note 


the twin deficits will deterio- 
rate, prompting the markets 
to lose some of their confi- 
dence to the government 
Any increase in public 


America at Paribas to New 
York, who argues that the 
ratio of money supply (in 
this case M2) to government 
reserves is a good indicator 


of an impending crisis. In 
late 1994 the ratio rose to 
nearly 20 to Mexico, while it 
began to increase to April 
this year in Thailand. Bra- 
zil's ratio is stable at around 
three, he says. 

There are three main fac- 
tors which will determine 
which of these viewpoints is 
correct over the next 18 
months. First, politics. If Mr 
Cardoso faces only one chal- 
lenger from the left in the 
elections next year, his eco- 
nomic record will put him to 
a comfortable position. How- 
ever. if he faces several 

opponents, he could be pul- 
led in several directions and 
the risk of fiscal indiscipline 
would increase. 

Second, to maintain credi- 
bility to the markets, the 
government has to keep the 
political momentum going, 
especially on privatisation 
but also on its fiscal reforms. 

The third factor is the 
most unpredictable for the 
Brazilian government. A 
change in the international 
financial environment, 
either because of higher 
interest rates or foiling share 
prices in developed econo- 
mies, would slow down the 
flow of liquidity to Brazil- If 
that happens, those twin def- 
icits could look considerably 
larger than they do now. 


ICICI© 

The Industrial Credit and Investment 
Corporation of India Limited 

US$150,000,000 
7.55% Notes due 2007 


JPMorgan 


August 1997 




Huaneng Power International, Inc. 


US$230,000,000 

1. 75% Convertible Notes due 2004 


The Cogeneration Public 
Company Limited 

US$120,000,000 

2.50% Convertible Bonds due 2007 


JPMorgan 

February 1997 


JPMorgan 


February 1997 
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Korea Development Bank 

US$300,000,000 

CPI linked Notes due 2002 


JPMorgan 

February 1997 


Manila Water Company 


has acquired the 25-year concession to operate 
Service Area East from the Metropolitan 
Bhtmcorks and Seureragc System 


JPMorgan 


February 1997 


BANK^fe-BNI 


P.T. Bank Negara Indonesia 
(Fersero) Tbk 

US$145,000,000 
7 5 /sfro Notes due 2007 


JPMorgan 


January 1997 
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Tas St&xb XttviLonaNT Bans or China 


The State Development 
Bank of China 

US$330,000,000 
7 3 /8% Notes due 2007 


JPMorgan 


JtuuMuy 1997 



HEIYA PO WEI - 
COHPANY UNITED 


China U.S. Power Partners I, Limited 
Jingyuan Phase II Power Project 

US$60,000,000 

Project financing 


JPMorgan 


December 1996 



MALAYSIA 


Telekom Malaysia Berhad 


has acquired MRCB Tklecomnumication Sdn Bhd 
a nationwide PCN operator from Malaysian 
Resources Corporation Berhad 


JPMorgan 

September 1996 


Morgan means more 

strategic solutions for clients in Asia 


JPMorgan 


strategic advice • merger & acquisitions • debt & equity capital raising • swaps & derivatives • loan syndication • sales & trading • asset management 
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ARGENTINA • by Ken Warn 


Rising red 
ink blots 
expectations 


Gradual increase in consumer spending 


With reforms 
needed, this is no 
time to run the 
economy on 
automatic pilot 

This year has been a year of 
rising expectations - and ris- 
ing red ink - for Argentina- 
Most analysts have been 
steadily lifting their fore- 
casts for economic growth, 
with 8 per cent for the year 
widely seen as achievable, 
while trade has fallen 
sharply into deficit. 

In August the government 
raised its forecast for indus- 
trial production growth to 8 
per cent, which would make 
1997 the best year for indus- 
trial performance in the 
country's history. The 
advance was apparent across 
most of the economy, with 
some sectors showing spec- 
tacular gains. 

Vehicle production was up 
almost more than 37 per cent 
in the first eight months of 
thfa year, against the same 
period of 1996. Cement deliv- 
eries were up almost 34 per 
cent in the same period. 

The rebound underlined 
the resilience of the econ- 
omy after the reforms of 
President Carlos Menem's 
government. The economic 
model was again delivering 
growth after withstanding 
the trials of the “Tequila 
effect”, the regional financial 
instability unleashed by 
Mexico's surprise devalua- 
tion in December 1994. Last 
year the economy grew 4A 
per cent, after falling 4.6 per 
cent in 1995. 

Co nsum er spending has 
recovered only gradually 
from the 1995 recession, leav- 
ing investment as the majn 
locomotive of growth and 
inflation firmly under con- 
trol. Foreign direct invest- 
ment is expected to total 
$6bn-$6t5bn this year accord- 
ing to private forecasts. 

T am very optimistic on 
the second half," said Mr 


Walter Molano. director of 
economic and financial 
research at SBC Warburg in 
New York. “The country is 
clearly seeing the pay-off 
from the reforms undertaken 
in 1991-95. some of which 
have a long gestation 
period.” Growth next year 
should have a floor of 6 per 
cent, he added. 

However, faster growth 
has produced an adverse 
turnaround in the trade fig- 
ures, with a $l.9bn deficit for 
the first seven months of 
this year compared with a 
$ 56 vm surplus in the same 
period last year. 

The government has 
raised its trade deficit fore- 
cast this year to S2.6hn-$3bn, 
about twice its original fore- 
cast. ING Barings in Buenos 
Aires estimate the deficit at 
$3bn giving a current 
account deficit far the year 
of S&Sbn, equivalent to 2.7 
per cent of GDP. The current 
account deficit for next year 
could hit 3.6 per cent of 
GDP, the same level as in 
1994 before the Tequila 
effect. ING Barings warned. 
However, much of the rise in 
imports is accounted for by 
increased imports of capital 
goods, which “are laying the 
foundations for efficient pro- 
duction in the future”, says 
Freddy Thomsen, chief econ- 
omist at ING Barings. 

On the fiscal side, disap- 
pointing tax revenues mean 
Argentina will be hard 
pressed to keep its fiscal def- 
icit for the year down to the 
$4Jbn target agreed with the 
International Monetary 
Fund. The broadly defined 
deficit for the first seven 
months of the year stood at 
$2.6ibn. 

The mid-year devaluations 
in sooth-east Asia had put 
Argentina's fiscal and cur- 
rent account deficits more 
firmly in the spotlight, ana- 
lysts said. "The current 
account is deteriorating 
while the fiscal deficit is not 
' getting any better, so people 
are looking at those two 
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the bank’s last, thematically 
allowing it to lend S7ta a . 
year for ever. 

This was accompanied by 


shareholders such as Japan 
and continental European 
countries expa nding their. 


The bank was also 
mandated to begin lending 
directly - a maximum of 5 
per cent of its loans - to the 


V, ■ l . ■ i ^ i ' ■! 'il; 


was also told to increase its 
lending for social issues 
such as poverty redactim to 
40 per cart oT the total, and 

to direct 35 per cent of its 




numbers more closely," said 
Mr Thomsen. 

In common with the rest 
of Latin America, Argentina 
experienced market nervous- 
ness amid fears of the Asian 
crisis spreading to other 
emerging economies. The 
government was forced to 
delay the issue of a $750m 
seven-year global bond In 
July as spreads widened 
over US Treasuries. Fortu- 
nately Argentina was well 
advanced with its Interna- 
tional borrowing programme 
for the year. In September it 
launched a buyback of its 
old-style restructured debt 
via a 30-year global dollar 
bond issue. 

The banking system has 
been strengthening its 
defences against external 
shocks. The Central Rank is 
expanding its S6bn-plus 
secured line of credit with 
international banks. A wave 
of foreign Investment left 
five of the six biggest private 
sector banks in foreign own- 
ership, making the system 
less vulnerable. 

Higher growth has failed 
to translate into a si gnificant 
fall in the unemployment 
rate, despite signs that job 
creation is rising. In May the 
six-monthly unemployment 
figures showed a 3-3 percent- 


,f£V:*W7.->V 

age point foil to 16.1 per 
cent, down from a peak of 
more than 18 per cent 

The high level of jobles- 
sness was one factor b ehind 
an Increase in social ten- 
sions during the year. 

The centrist Radical party 
and the centre-left Frepaso 
formed an alliance ahead of 
October's mid-term elec- 
tions, aiming to rapitaHw an 
riiara nte n t over M gh unem- 
ployment, a growing sense erf 
social Inequality and the fell- 
ings erf the justice system. 
But the alliance embraced 
much of Mr Menem's eco- 
nomic agenda. 

Investors appeared to 
shrug off the Increased 
social and political ftwnsrinna 
But it was clear that the 
proximity of the elections 
was constraining the govern- 
ment's room for manoeuvre. 
Modest labour reforms 
agreed between Mr Vermin 
and the unions in May 
appeared to have become 
bogged down in Congress 
flhnad of the polls. 

Argentina was running 
the risk of becoming compla- 
cent on the need for further 
economic reform, said Mr 
Molano. “The government 
has to continue with r e form, 
it cannot just carry on on 
automatic pilot” 
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FINANCIAL HIGHLIGHTS 


lUSS MiDiom) 
Total Assets 


4) ^ J A 

A 


1476 1389 1354 




Shareholders' Fund 627 6011 599 

Loans 617 568 526 

Treasury 684 655 658 

Equity Partiripjuons 140 137 139 

aj Deposits from Banks 762 711 643 

Net Profit 28 21 45 

•4P1CORP is an .4ra6 joint-itotk company 
established in 19 75 by an international 
agreement bctvvcn the member states of 
the Organisation of Arab Petroleum 
Exporting Countries (OAPEC). APICORP ’s 
headquarters is in rite city of At- Khobar. 
Kingdom of Saudi Arabia. 

The Company's main objeetivc is the 
Jiujnring of petrolemn and petmhcutital 
projects and industries r nth priority to Arab 
joint mount. 


The Premier Bank 

In The Arab World 

Gulf International Bank provides a wide range of wholesale commercial 
banking services to meet the special requirements of its Regional and 
International customer base including: 


Sovereign and Corporate Lending • 
Project Finance • 
Asset based Finance • 
Trade finance • 
Import/Export Letters of Credit • 
Derivatives • 
Letters of Guarantee * 



• Correspondent Banking 

• Buyer /Supplier credit facilities 

• Structured Finance 

• Money Market Services 

• Fixed Income 

• Foreign Exchange Services 

• Islamic Banking 



ARAB 

PETROLEUM 

INVESTMENTS 

CORPORATION 
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GIB has a ‘Commitment to Excellence.’ 


IB 


GdFHomcaionof Bodktac 


Head Office 

Gulf International Bank BAC 
90 Bex 1017 Manama 
Bahrein 

Tel: (0973)534 000 
Fa*: (09731 528 63S 
BmaiU gibink(gebateloo ; eam.bh 


London 

Teb (171) 815 1000 
Fat (1711 2207733 

Newlfork . 

T«t (212) 922 2300 


Singapore 

Tet (065) 224 8771 

Fax: (055) 2 ftl 8743 

Abu Dhabi 
Td: (9712) 318 080 


Beirut 

Teh (0961) 1739503 


Foe (212) 922 2309 Fa* (9712) 31 1 966 ftec (0961) 1739503 



















XXV 






-U- .. . 


^■sKj-e-VS 

--'^OTJANCIAX. times 

• • .c . •. 


FRIDAY SEPTEMBER 19 1997 


WORLD ECONOMY AND FINANCE 25 


>r 


by Michael Ho lman 


•**ct 

■ 

-y - ; - 

;; 


-- 

_‘oiQnT'«; ■ •' 

: 

W1, **2£* ^ 

v. .^ fls *5L L: 

ry*«2^ !■: 

- v-^Mr 2 ^ L " 

r- 

"•«£***. f- 

yy JZ" '■ '*?te 

i- 

**-'(£>£* v* 
5 ■■- 

£§£“?* ’ . 

y '•;•■ 

I'r^sa t 

. — -=3fes 

- > • 
'.; . 

1 V-* 7 - 

rr^’ia 

- 

' ■ i ‘~ • uaa ia 

■■ •-• 

• *■• sd 
- - -'•■-sues! 

■■ : 

•„; 7 ;t 
'.i C.%_-,T_ 

i*pheu Rdfer 


r 





SOUTH AFRICA* by Roger Matthews 


are formidable After the euphoria, 


.; •j^^sq^t^Qing . 

has ' yet to 
appear despite 
leant 



On the face 
of it, the tide 
is- turning in 
sub-Saharan 
Africa’s 
... . protracted 

efforts' to bring about an eco- 
•-. jwrbk: . recovery, 

. ; ^Grbwtliilfl outpacing popu- 
]atio4 :incre»se f '- -fore{gn 
•dire&fayfestm^ appeara to 
: ' be pfcking: tip. stock markets 
are taking off, the World 
•' gfl iBr sxtiA' international Mon- 
.etaiyo-Fund -are tackling 
poeregt eountry debt, and 
.. the. U$fras. launched a trade- 
besedfaitiative designed to 
boost 'Africa’s performance. 

“Africa on the up," the 
. titte.cT a Teccait appraisal of 
the continent's prospects by 
.. jiemtags,. the Ldn don Abased 
analysts . and brokers , 
reflects the. optimistic mood 
about a ccmhnant more usu- 
; ally associated" With debt, 

disease and disaster. 

- / '•‘trfie .end of, authoritarian 
rule; the triumph, df a new 
economic orthodoxy embrac- 

> fag private sector-led 
growth; sind rapid financial 
sector: dewBlcptheht;” argues 
the report-- -^although it cau- 

- tubs' that “significant long- 
run. challenges ” have to be 

jOTtecMne. . 

" A' closef Jook at the statfs- 
tics, as watt; as at "the chal- 
lenges, should temper the ' 
, optimism. After more than a 
decade - of World Bank and 
IMF s upp o rted reform, sub- 
Saharap Africa (SSA) has 
yet to come -up with an 
example of sustained, aid- 
free .-growth at a rate that 
can compare with East Asia. 
V -But first the good news. 

. After more than two decades 
at stagnation or .decline, 
growth is .overtaking the 2.3 
per.: cent .average annual 
increase in pcgmlationi 
. Beal GDP growth in 1996 is 
estimated by the Africa 
Development Rank at A8 per 
cent, compared with 28 per 
' flgnt in 1995, and an annual 
average of L6 per cent in 
19BQ-91 

. . Foreign ^direct .investment 
has risen from JOAbn. 0.93 
per- cent of GDP. , in 1990 to 
9241m in 1994 0-35 per cent) 
reaching nearly $5hn in 1996, 
while reform has also had a 
remarkable impact on Afri- 
can stock markets. 

. Since 1989, new markets 
have .been established in 
Botswana, Malawi, Swazi- 
land and Zambia, with Tan- 
zania and Uganda set to 
opeai in the next few months. 
..Total market capitalisa- 
tion of African stock mar- 
kets (exduding dual listings) 
has more than doubled from 
$136bn in 1989 to $285bn in 
1996, Flemings calculates. 

- Excluding South Africa, 
the figures are- even more 
striking, with market capi- 
talisation rising mare than 
eightfold, from $5bn in 1969 
to $43bn in 1996. 

Total net portfolio equity 
flows to SSA rose from 
SOJbn.m 1994 to $4.9bn in 
1995, before falling to $3.6bn 
hr 1996. 

.''“White -World Bank esti-, 
mates that' 89 per cent -of 
those flows go to South 
Africa;" it shows dramatic- 
ally increased interest by 
portfolio equity investors in 
the region, now exceeding 
the $3bn of foreign direct 
investment in 1994 and 
1992- - 

By June 1997, says a report 
by the London-based Exter- 
nal Finance for Africa, nine 
pan Africa funds had 
invested in 15 SSA countries, 
with South .Africa account- 



south Africa accounts for nearly 60 per cent of the portfoio of pan-Africa funds 
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' ing for nearly- 60 per cent of 
the total portfolio. 

There is also progress in 
efforts to ease the burden of 
sub-Saharan Africa’s $235bn 
external debt. Earlier thin 
year Uganda became the 
first country to benefit from 
the World "Bank/IMF scheme 
to assist Heavily Indebted 
Poor Countries (HIPC). 

Reforming governments 
should also benefit from the 
US initiative, launched by 
President Bill Clinton in 
mid-year. Setting out the 
scheme, treasury deputy-sec- 
retary Lawrence Summers, 
promised to encourage 
Africa's exporters by offer- 
ing “better access to US mar- 
kets for African exports 
under a renewed expan- 
ded GSP program. This 
would provide the agisting 
duty-free access far products 
under some 4.000 tariff lines 
plus access under an addi- 
tional 1,600 lines for prod- 
ucts of least developed coun- 
tries. 

“If countries are ready to 
embark on more aggressive, 
growth-enhancing, trade 
reforms, we would like to be 
able to support them with 
even greater market access.” 

Meanwhile, progress con- 
tinues in the CFA franc 
zone, spearheaded by the 
1994 devaluation of the CFA 
which helped the region 
reach & p ear cent growth in 
1995-96._. 

But the good news has to 
be qualified, however. The 
recovery takes- place from a 
low base, is vulnerable to 
weather and political insta- 
bility. while Africa’s capac- 
ity to manage sustained 
reform remains weak. 

Even if growth In the com- 
ing decade is maintained at 
the forecast rate of Just over 
4 per cent, notes the World 
Bank, per capita Income 
“would be no higher fa 3006 
than in 1982 (in constant 
1987 US dollars) and 5 per 
cent lower than In 1974,” 
adding: “The coming decade 
would only represent the 
recovery of ground lost over 
20 years." 

Encouraging statistics on 
FDI also need qualification. 
Although it doubled from 
about $1.5bn fa 1964-89 to 
about $3bn in 1994-95, the 
share of Africa inflows to all 
developing countries is drop- 
ping. 

“Africa’s share of develop- 
ing country inflows was 3-8 
per cent fa 1996, the lowest 
share since the early 1980s”, 
UNCTAD's 1997 World 
Investment Report points 
out. “On average, Africa's 
share of developing country 
inflows has more than 
halved, from 11 per cent dur- 
ing 1986-90 to 5 per cent dur- 
ing 1991-96. This suggests 
that Africa has not partici- 
pated fa the surge of FDI 
flows to developing coun- 
tries,” comments the report. 

Furthermore, almost two 


Developing countries real GDP growth 





African stock market capitalisation 





1996.- 


ihirds of inflows were 
accounted for by one oil 
exporter, Nigeria, where the 
oQ and gas sector booms but 
the rest of the economy 
remains fa difficulties 

Nor is the HEPC debt ini- 
tiative going to have a signif- 
icant impact Africa's total 
external debt increased to 
US$32bn to 1996. 

Perhaps the most critical 


concern is Africa’s manage- 
ment capacity. As the World 
Bank warns fa its 1997 
World Development Report: 
“An institutional vacuum of 
significant proportions has 
emerged in many parts of 
sub-Saharan Africa. 

“With some exceptions,” it 
continues, “improving the 
effectiveness of the state has 
generally been limited to tin- 


kering around the edges and 
to promulgating reforms on 
paper.” 

This in turn leads to 
doubts about Africa's capac- 
ity to sustain the recovery 
over a much longer period, 
fa order for the region to 
participate more folly fa the 
globalisation of the world 
economy. 

This “demands higher- 
quality macro- and micro- 
economic policy making 
from governments over a 
broader and more complex 
field”, says the Bank fa its 
Global prospects report, 
“including not only macro- 
economic stabilisation and 
trade liberalisation, but also 
enhanced competition and 
improved regulation and 
supervision in financial, tele- 
communications and other 
service sectors”. 

So far, Africa is respond- 
ing slowly to these chal- 
lenges. And until it catches 
up with other regions - par- 
ticularly fa the all-important 
telecammunications sector - 
the cautionary note struck 
by the World Bank seems 
appropriate: “Despite 

encouraging recent evidence, 
it is too early to say that . . . 
sub-Saharan Africa (is) on a 
firm recovery path,” cau- 
tions the World Bank. 


harsh reality 


Sustained 
job-creating 
growth is 
essential to 
political stability 

South Africa’s economic 
forecasters, like the coun- 
try’s political analysts, 
might he excused for finding 
it hard to adjust to the fun- 
damental changes which 
have taken place this 
decade. There are no domes- 
tic precedents for such a rev- 
olutionary transition, re-en- 
try into the world economy 
is proving an unpredictable 
process, and the government 
is still din g in g to its belief 
that ideology did not 
entirely succumb to market 
forces with the collapse of 
the Soviet Union. 

So it is understandable if 
forecasts tend to fluctuate 
rather more wildly than else- 
where. In the short term, the 
Pretoria government is still 
niingriwg to its belief that it 
can deliver 6 per cent 
growth in 2000, while at the 
same time some private sec- 
tor economists are warning 


of an impending re c e s sio n . 
Beyond that there is even 
less consensus on either the 
proposition that South 
Africa will prove to be the 
engine of growth for an Afri- 
can renaissance, or whether 
it will fell victim to the fate 
suffered by the rest of the 
continent. 

Much may depend cm the 
pace of the government's 
conversion to market eco- 
nomics, and the extent to 
which it can shift attitudes 
within the ruling African 
National Congress. There Is 
no doubt that sustained job- 
creating growth is essential 
to the nation’s political sta- 
bility. The government knew 
as much when it took office 
fa May 1994. and everything 
it has experienced since has 
served only to reinforce the 
message. However, it is little 
closer to finding an answer. 

Having enjoyed a small 
dose of post-election eco- 
nomic euphoria, with foreign 
capital flowing strongly into 
the country and growth 
cl imb in g to an annual rate of 
25 per cant, the economy Is 
again snipping back, or, as 
government officials prefer, 


“consolidating its gains”. 
Two per cent growth is as 
much as can be expected 
this year, a performance 
which will only add to the 
pool of unemployed, offi- 
cially estimated at 2580 per 
cent of the workforce. The 
government’s disappoint- 
ment at this sluggish perfor- 
mance is all the greater 
because of the extent it 
believes it has tailored its 
policies to answer Interna- 
tional demands. 

The sharp fall of the rand 
against most leading curren- 
cies last year did not pro- 
voke government panic, hut 
did go some way to stiffen- 
ing official resolve. Trevor 
Manuel, the minister of 
finance, quickly associated 
himself with responsible fis- 
cal policies designed to 
reduce the budget deficit to 4 
per cent of gross national 
product during the current 
financial year. He also 
responded to the private sec- 
tor clam our for the abolition 
of foreign exchange controls 
by introducing a substantial 
relaxation for individuals 

Continued on page 26 
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Harsh reality 
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and more flexible treatment 
for companies. Chris Stals, 
the governor of the Reserve 
Bank, said recently that Mr 
Manuel “has stood the test 
of the markets with acclaim 
and established himself as 
an effective leader of the 
country's overall financial 
policy”. 

Mr Stals might wish more 
people were similarly gener- 
ous in their praise of him. 
Having been lauded as a safe 
pair of hands during the ini- 
tial phase of ANC govern- 
ment, Mr State's determina- 
tion to m aintain a tough line 
on monetary policy is now 
provoking criticism. The 
most outspoken argue that 
his crusade against inflation 
is in danger of pushing the 
economy into recession. Mr 
State has recently seen some 
hopeful signs that inflation- 
ary pressures are easing, but 
those who have for the past 
year been forecasting inter- 
est rate cuts may have been 
mare impressed by his asser- 
tion that “the overall finan- 
cial situation still gives rise 
for concern”. 

In other words, Mr Stals 
wants more convincing evi- 
dence that credit extension 
and money supply are on a 

firmly downward track 
before he announces a cut in 
the 16 per cent bank rate. A 
figure of less than 10 per 
cent in the annual rate of 
increase In money supply, 
compared with more than 
12.7 per cent in June, would 
he seen by the bank as “con- 
sistent with the aim of 
reducing inflation to a level 
more in line with our main 
trading partners”. This crite- 
ria might just produce an 


interest rate cut in the final 
quarter. 

There is also positive 
movement in the overall bal- 
ance of payments. On a sea- 
sonally adjusted and annual- 
ised basis, the deficit has 
fallen from Rl3bn ($2Jfon) in 
the second quarter of last 
year, to just R3.5bn in the 
comparable period this year. 
This reflects both exports 
benefiting from the deprecia- 
tion of the rand, and slower 
domestic growth cutting 
demand for imports. The 
trick South Africa still has 
to learn is how growth can 
resume a strongly upward 
trend, without again trigger- 
ing an unsustainable deficit 
on the balance of payments. 

Beyond that, the govern- 
ment has to produce the 
right combination of policies 
which will swell the present 
modest inflow of long-term 
fixed foreign investment and 
supplement the stubbornly 
low level of domestic 
savings. 

At the core of the problem 
is the intimate relationship 
between the ANC. the Con- 
gress of South African Trade 
Unions, and the South Afri- 
can Communist Party. 
Although Mr Manuel 
insisted last year the main 
planks of the government’s 
macroeconomic strategy 
were not negotiable, the per- 
ception persists that the 
implementation of policy is 
adversely affected by the 
alliance with the unions. An 
accurate assessment of how 
strong that influence is. and 
how durable it will prove, is 
likely to be a better guide to 
South Africa’s economic per- 
formance over the next 
decade than any number of 
economics text books. 
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Sub-Saharan 
Africa's increased 
growth may not 
be enough to lift 
its world status 


Even If the World Bank’s 
relatively upbeat scenario 
for sub-Saharan Africa tran- 
spires it will still be 2006 
before average living stan- 
dards in the region regain 
their 1982 levels. These num- 
bers, cited in the bank’s 
Global Economic Prospects 
and the Developing Coun- 
tries 1997 report, are a timely 
reminder for those - espe- 
cially in the aid and emerg- 
ing markets investment com- 
munity - who confuse the 
region’s recent encouraging 
recovery with economic 
growth. 

The good news is that 
after a decade of sluggish 
growth of 2 per cent annu- 
ally. which translated into 
f alling per capita incomes, 
sub-Saharan Africa could be 
on the threshold of a period 
of sustained growth of more 
thayi 4 per cent annually, 
equivalent to per capita 
income growth of 1-2 per 
cent a year. 

Sadly, though, this will 
not be enough to reverse the 
region’s marginalisation. By 
2020, while sub-Saharan’s 
share of global gross domes- 
tic product will have risen 
from 1-2 per cent to 1.7 per 
cent according to the World 
Bank's long-term scenario, it 
will have lost further ground 
to other, more dynamic, 
developing countries, espe- 
cially the Asians. Sub-Saha- 
ran Africa's share of devel- 
oping world GDP will fall to 
5.8 per cent in 2020 from 7.6 
per cent in 1992. 

This failure to “converge” 
- narrow the income gap 
with more prosperous 
nations - stands in stark 
contrast to the achievements 
of east and south-east Asia. 
While the initial four Asian 
tigers - Korea, Taiwan, 
Hong Kong and Singapore - 
boosted their per capita 
incomes from 18 per cent of 
industrial country levels in 
1965 to 66 per cent 30 years 
later, in Africa this ratio foil 
from 14 per cent in the tnid- 
60s to 7 per cent Since the 


mid- 70s the region’s GDP 
growth rate has been consis- 
tently below that of develop- 
ing countries as a whole. 

There is no single, simple 
explanation for this. Adverse 
exogenous shocks - unfa- 
vourable weather conditions 
and deteriorating terms of 
trade were an important con- 
straining infinqnrp — while 
until the second half of the 
1980s, many African coun- 
tries paid little more than 
lip-service to the sensible 
reform policies promoted by 
the World Bank and IMF. 

Worse, even when policy 
was appropriate, all too 
often the political commit- 
ment was weak, and imple- 
mentation erratic, though 
there are cases of sustained 
reform over a long period as 


lower capability, including 
state capability, than they 
did at independence”. 

Against this background, 
it is hardly surprising that 
after two years of 4 per cent 
growth jjn 1995/96, the gloom 
should be starting to lift 
The recovery has •- been 
broadly based with incomes 
rising in 33 of the 47-odd 
countries; export growth has 
accelerated and private capt 
tal flows which were negligi- 
ble in the early 90s reached 
$l2bn last year, though this 
was heavily concentrated In 
a handful of countries. - 
Nigeria, Ghana, Angola and 
South- Africa. 

The turnaround is attrib- 
utable to the “gradual aiyi 
painfully achieved (though 
still modest) spread and 
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Rwandan refugees: the African state has decayed 


in Mauritius, Ghana and 
Uganda. 

Low levels of investment, 
a weak performance in 
global export markets, 
where it continues to lose 
market share, the de-in- 
dustrialisation of many 
countries have compounded 
the region’s woes to the 
point where It is the one 
region in the world where 
the absolute number of 
people living in poverty has 
continued to grow. 

Above all, the African 
state has decayed; institu- 
tional and infrastructural 
capacity has wasted away. A 
recent report commissioned 
by a group of African 
finance ministers says the 
majority of countries in sub- 
Saharan Africa “now have 


firming 1 of commitment to 
economic reform”, says the 
Bank. The return of political 
stability, especially to 
southern Africa, where 
South Africa has the poten- 
tial to become a regional 
locomotive, but also possibly 
to central Africa with the 
demise of the Mobutu regime 
in Congo (formerly Zaire) is 
also a plus factor. 

So, too, is the improve- 
ment in the region’s terms of 
trade prospects. Since the 
early 80s, adverse shifts in 
Africa's terms of trade have 
ros t tiie con tin ent as much 
as 0.75 per cent of GDP 
growth each year. While 
international trade prices 
will continue to move 
against sub-Saharan Africa, 
the projected decline is gent- 1 


ler — costing perhaps QJ per 
cent to 0.2 per cent of GDP. 

The worst of the Afr ican 
'debt crisis is over, too, 
though there are stfll some 
appalling problems to be 
resolved - not least those of 
highly indebted nations with 
huge arrears such as Nigeria 
and the former Zaire. 
Uganda has already qualified 
as the first country to bene- 
fit from the Highly Indebted 
Poor Countries (HIPC) Trust 
Fund established last 
November. In 1998, Uganda’s 
debt will be reduced by 
$338eq (an a present value 
basis) provided it stays on 
the policy reform path. 

- ' Mozambique - a country 
whose debt problem owes a 
good deal to poor lending 
decisions by the doner com- 
munity - is in line to bene- 
fit, too. Looking ahead, 
uncertainties abound — not 
least developments In the 
commodity markets and the 
weather. If the worst fears 
about the impact of El Nino 
abnormal weather systems 
on African agriculture in 
1997/98 are realised, two 
good economic years could 
be followed by two very poor 
ones. 

But if the reforms really 
have taken hold, sub-Saha- 
ran Africa will be for better 
placed to withstand the 
slings and arrows of adverse 
terms of trade and climatic 
conditions than in the 1980s. 

However, fids is not to say 
that the ..comer has been 
turned; the worry is - as the 
IMF points out - that 
upward mobility, in terms of 
income and Hying standards, 
of. developing countries has 
declined. There is an 
increased tendency for coun- 
tries to become “polarised 

Into Hi gH.fnrirm-fP and low-xn- 
come dusters". 

It is becoming increasingly 
difficult for late starters in 
the industrialisation stakes, 
such as sub-Saharan Africa, 
(excluding the occasional 
exception like South Africa 
and possibly Nigeria or Zim- 
babwe), to break out of the 
low income cluster. 

Indeed, closer, analysis 
suggests that for all its opti- 
mism, the World Bank's 
long-range scenario is less 
than comforting. According 
to Global Economic Pros- 
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pects, while the increa sin g 
concentration of what it 
rang the Big Five (Brazil. 
nhma, India, Indonesia and 
Russia) on various manufac- 
tures will create opportuni- 
ties for other developing 
countries, such as those in 
Africa, to exploit inherited 
comparative advantage in 
energy, agriculture and min- 
ing, the Big Five’s advance 
will generate “significant 
competitive pressures in 
unskilled labour-intensive 
sectors". 

Put simply, the bank is 
saying that Africa along 
with other developing coun- 
tries in Latin America and 
the Middle East, will strug- 
gle to make much headway 
in care manufacturing activ- 
ities, where they might have 
been expected to develop 
competitive advantage, in 
the first 20 years of the next 
century. 

This does not mean that 
sub-Saharan Africa will be 
imahip to develop lucrative 
manufacturing operations, 
says the bank, but these will 
have to be of a specialised, 
pinhp nature in which they 
can demonstrate competitive 
advantage in highly competi- 
tive global markets. 

Unfortunately, this asser- 
tion simply does not stand 
up to close examination. 
Sub-Saharan Africa's com- 
petitive advantage in manu- 
facturing arises from two 
main sources - the process- 
ing of raw materials in agri- 
culture or mining, and in 


low-technology, labour-inten- 
sive activities, where accord- 
ing to the Bank it is likely to 
run up against bitter rivalry 
from the Big Five. 

Building niche markets is 
dependent on a strong tech- 
nological base - appropriate 
education systems, high 
cfriTU and an efficient infra- 
structure. As things stand 
today, this is asking too 
much of most sub-Saharan 
countries. As another Ban k 
publication — the 1997 World 
Development Report - high- 
lights, deterioration in the 
state's effectiveness has 
been most severe in sub-Sa- 
haran Africa - “the result of 
eroding civil service wages, 
heavy dependence on aid 
and patronage politics". 

This unriArmining of the 
state, allied with obsolete 
technologies and a scarcity 
of skills - the product of 
decades of underinvestment 
in human capital - makes 
Africa an unlikely contender 
for skills- and technology- 
driven niche-manufacturing 
in the 2lst century. 

If Africa’s progress in the 
labour-intensive manufac- • 
Cures really is blocked by the 
Big Five, the continent will 
again be forced to rely on its 
minerals, oil. gas and agri- 
culture. But these - small- 
scale agriculture excepted - 
generate few jobs and do not 
develop the skills and exper- 
tise that countries need to 
become globally competitive. 
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Bansud 


AHMSA 


Continuous Growth and Strong Capitalization 
Banco Bansud S.A. 


At Altos Homos de Mexico, we share a total 
commitment to quality: world-class quality 
in our steel and environmental quality in 
our processes. 


History_Overview: The bank was initiated in 1995 as a result of the merger 
of a regional bank covering the' southern part of the country (Banco del Sud) and 
a prestigious commercial bank covering the capital and its surroundings (Banco Shaw). 
Certain assets and liabilities of the former Banco Federal also contributed to the 
merger. In 1993, Banco del Sud made its initial public offering in the Buenos Aires 
Stock Exchange. 


Products from all of AHMSA's industrial 
activities are guaranteed by the International 
Standard ISO-9002. 


Where. stand; Argentina has excellent growth prospects and Bansud is strategically 
positioned to provide financial services to a broad base of clients. The Bank focuses 
on the retail and middle market segments, offering products according to the financial 
needs of each segment Bansud is a major lender of asset-backed loans to individuals, 
provides trade financing to corporations and loans to mid-sized companies. The bank 
is continuously expanding its activities and came to an agreement with Wal-Mart to 
install BansucTs banking outlets within its stores. Furthermore, Bansud has been very 
active since 1993 in the international capital markets. The bank has issued U$S IB under 
its Euro-Commercial Paper Program since 1994 and has U$S255MM in paper outstanding. 
Bansud has also 300MM outstanding debt under its Medium Term Note Program and 
plays a dynamic role organizing issues for local firms and provincial governments. 



We have received certification of the environmental 
Internationa] Standard ISO- 14001 in two key areas and 
are working to achieve certification in all our facilities. 
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Since 1992, the Company has 
invested US $975 million in 
state-of-the art technology 
j* and training for 
jjlSB employees. This 
ngK has made 

AHMSA a highly 

productive and 



Financial Highlights (Minions of US$) 



FY 1997 

FY 1996 

Total Assets 

3,641.3 

2,770.8 

Loans 

2,564.5 

1.7810 

Deposits 

1,432.7 

1,151.2 

Negotiable Obligations 

475.0 

319.0 

Return on assets 

1.3* 

0.6% 

Return on equity 

10.6% 

4^% 

Capitalization 

11.6% 

13.7% 

Shareholder's equity 

421.7 

380.5 


company 


Position Among Private Banks as of May 1997: BansucTs greatest strength is its capita! 
base which is one of the highest in the Argentine system. As of May 31. 1997, the Bank's 
net worth to assets reached 1 1,6%, ranking fifth in terms of net worth and seventh in 
terms of assets among private banks. At present, Bansud operates 94 branches that 
allow the Bank to cover most of the country, especially the metropolitan reqion of 
Buenos Aires and most of the Southern Provinces, ranking sixth in terms of branches. 
Both loans and deposits have increased significantly during the past fiscal year 
sitfpassmg the financial system's average growth rate. As of May 31 1997* 
the Bank ranked fifth in loans and ninth in deposits. 


Altos Hornos de Mexico and Subsidiaries 


Phone; 52 (86) 493330 - Fax: 52 (86) 335068 » Internet address: gan.com.mx 


Bansud - Head Office 

Sarmiento 401 (1041) Buenos Aires - Argentina 
Investor Relations 

Phone: (54-1) 348-6797 / Fax: (54-1) 348-6887 
internet: http://www.ban5ud.com - 
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CFA ZONE • by Tony Hawkins 

Devaluation 
is not a 
cure-all 


The economy has 
been prevented 
from stagnating 
but poverty is still 
on the increase 

While it would be an 
exaggeration to say that 
devaluation of the CFA franc 
in January 1994 was respon- 
sible for turning the franc 
zone economy around, there 
is little doubt that without it 
tbe region's stagnation 
would have continued. 

The numbers tell the 
story: until the mid-1980s, 
the Cammunaute F inane i^re 
Africa Ine Zone outperformed 
the sub-Saharan region as a 
whole, with GDP growing 4.6 
per cent annually between 
1975 and 1985 (compared 
with 1.4 per cent for the rest 
of the region) while inflation 
was less than 12 per cent 
against 18 per cent else- 
where. But from 1985 the dis- 
cipline of the common cur- 
rency and monetary controls 
shared by 14 African coun- 
tries* was no longer ade- 
quate for the adjustment 
needed when commodity 
prices plunged and the 
French franc, to which the 
CFA was pegged at CFA 50 
to the French unit appreci- 
ated strongly. 

High wage costs in the 
zone and the weak perfor- 
mance of many state-owned 
enterprises contributed to a 
worsening crisis in the late 
1980s and early 1990s, during 
which time real GDP in the 
zone declined, budget defi- 
cits widened to more than 7 
per cent of GDP. and foreign 
debt more than doubled from 
38 per cent of GDP to more 
than 80 per cent by 1993. By 
then, those in Francophone 
Africa and also some influ- 
ential figures in Paris who 
had long opposed devalua- 
tion were forced, partly by 
pressure from the IMF and 
World Bank, but also by a 
recognition or the underly- 
ing economic realities to 
bow to the inevitable. 

In January 1994, the CFA 
franc was devalued by 50 per 
cent to CFA FrlOO to the 
French franc, since when the 
zone has enjoyed a strong 
recovery. GDP has been 
growing at more than 5 per 
cent annually since 1995. 
compared with less than 4 
per cent for the rest of Sub-a- 
baran Africa, while inflation 
has fallen sharply from 28 
per cent in 1994 - the after- 
shock of devaluation - to 6 
per cent last year and a fore- 
cast 3.5 per cent for 1997. 
This is well below the Afri- 
can average of 25 per cent 
last year and an optimistic 
forecast of 12 per cent in 
1997. 

Cote d'Ivoire with a GDP 
of more than SlObn (about a 
quarter of the franc zone's 
GDP of S42bn in 1995) is the 
strongest economy with 
growth of close to 7 per cent 
in the past two years and a 
forecast 6.5 per cent for 
1997. 

Despite this, the World 
Bank has reported a worsen- 
ing of social conditions, with 
tbe share of the population 
living in poverty almost 
quadrupling to 37 per cent in 
1995 from 10 per cent 10 
years earlier. The resump- 
tion in economic growth 
since 1994 has. as yet, had 
little impact, but the govern- 
ment hopes to bring down 
the poverty ratio to around 
25 per cent by the turn of the 
century. 

Cote d’Ivoire is anxious to 
finalise a new structural 
adjustment agreement with 
the IMF that will pave the 
way for a Paris Club debt 
rescheduling agreement. The 
two sides failed to resolve 
their differences during talks 
last month, though officials 
say agreement was reached 
on the crucial issue of liber- 
alising the cocoa and coffee 
sectors whereby private 
traders will dominate the 
markets from 1999. 

Cameroon, with a GDP of 
almost $8bn, is the second 


' largest economy in the zone. 
It also desperately needs an 
IMF agreement, with sched- 
uled debt-service expenses 
absorbing almost three-quar- 
ters of budget revenue, but 
given that four previous 
agreements have failed, tbe 
donors are understandably 
cautious about resuming 
assistance. 

The two other weighty 
countries in the zone are 
Senegal with a GDP of $5bn 
and Gabon ($4.75bn). GDP 
growth has averaged 4.75 per 
cent since 1995, while infla- 
tion has fallen from more 
than 30 per cent in 1994 to 
2.8 per cent last year. While 
international lenders are 
pleased with Senegal’s per- 
formance. local industrialists 
have castigated “brutal" 
trade liberalisation which 
has undermined industrial 
growth. 

Gabon - the richest mem- 
ber of the zone with a per 
capita income of $3,500 - is 
in a hurry to reduce its 
depaidence on oil, produc- 
tion of which is forecast by 
Wood Mackenzie to halve 
from last year's peak of more 
than 360.000 barrels a day to 
177.000 early in the next cen- 
tury. 

New legislation to encour- 
age diversification includes a 
new investment code, a 
revised labour code and new 
regulations covering forestry 
and mining, while part-pri- 
vatisation of electricity and 
water services will also 
improve business sentiment 

According to a survey by 
the Conseil des investisseurs 
en Afrique (C1AN), some 58 
per cent of French business- 
men who participated felt 
that CFA devaluation had 
had a “rather positive” 
impact on the zone economy. 
On the negative side, how- 
ever. a small majority or 
respondents believed that 
the social impact of devalua- 
tion had been negative while 
there was little enthusiasm 
for privatisation among the 
French business community. 
Only 27 per cent of firms 
said they expected to take up 
privatisation opportunities 
in the zone. 

Depreciation of the French 
franc has meant that the 
CFA, which averaged 555 to 
the US dollar in 1994 has 
devalued a further 10 per 
cent, which, with single-digit 
inflation, has enhanced tbe 
Zone's export competitive- 
ness. 

The challenging task for 
the next decade will be to 
tackle widespread poverty in 
a region where all but one of 
the economies is classified as 
low Income, with per capita 
incomes below $700. while 
m aintaining a tight mone- 
tary and fiscal stance. 

This is going to be all the 
more Important given the 
proposed linkage of the CFA 
franc to the Euro when the 
latter is launched in 1999. 
The harder the Euro, tbe 
more stringent will CFA 
domestic policies have to be 
if real exchange rate appreci- 
ation, which would under- 
mine zone exports and its 
fiari g riin g industries, is to be 
avoided. 

So wide is the gap between 
technology standards and 
productivity levels in hard 
currency countries and those 
in the franc zone, that link- 
ing to tbe Euro could turn 
out to be a very mixed bless- 
ing indeed. 

The solution will probably 
need to be an “adjustable 
peg" strategy so that the 
CFA franc can be devalued 
against the Euro when nec- 
essary. The alternative could 
be a return to currency over- 
valuation and economic 
stagnation. 

* Until August 1997, the 14 
members of the CFA Zone 
were: Benin, Burkina Faso, 
Cameroon, Central African 
Republic, Chad, Comoros. 
Congo, Cota dhxnre. Equato- 
rial Guinea, Gabon, Mali, 
Niger. Senegal and Togo. 
Guinea-Bissau became the 
15th member on August 1. 


PROFILE 


Test case for 


The economic 
collapse of Kenya 
would spill far 
beyond national 
borders 

In a small way, history was 
made at a room in Nairobi's 
Serena Hotel last mouth. 
Under the television lights, 
the head ora visiting 
International Monetary 
Fund mission dropped any 
pretence that the fond 
remained aloof from politics. 

Point by point he spelled 
out tbe corruption issues 
troubling the institution and 
the government action the 
IMF demanded before a 
suspended $220m loan could 
resume. “If these actions are 
undertaken, we will move 
ahead.. It is left to the 
government to decide how 
Cast they do these things," 
he told journalists. 

In breaking with a 
tradition of clandestine 
negotiations and bland 
public statements, he 
confirmed that Kenya is to 
act as a test case for tbe 
fund's and the World Bank’s 
tough new line on 


“governance issues" - 
Bret ton Woods -speak for 
graft. 

The choice of Kenya is 
logical, if high risk. 

As a country which has 
received $8bn in foreigh aid 
between 1986 and 1995 - 
admittedly much of it 
channelled into 
non-governmental 

organisations - Kenya 
should by rights be a 
showpiece for structural 
adjustment. 

As East Africa's dominant 
economy and the stable 
heart of a region teetering 
an the edge of chaos, it also 
deserves the international . 
community's full attention. 
Kenya's economic collapse 
would spill far beyond 
national borders. 

But the choice is risky 
because the IMF. in 
belatedly making the link 
between political and 
economic good health, is 
challenging the modus 
operand! of an entire 
regime. And in a 
p re-electoral period. 
President Daniel arap Moi 
can ill afford to alienate his 
self-enriching entourage. 

Kenya's story Is one of 
brave moves rarely seen 







through to their cocchisimL 
In 1993 Musalia Mutfavadi. ' 
the finance minister, and . 
Micah Cheserem, the central, 
bank governor, launched 
what was to become. the- 
most rapid deregulation of 
an African economy ever 
seen. 

Import licences were ' - 
scrapped, the Kenya, shilling 
was floated, restrictions cm 
repatriation of profits were 
lifted and price controls ; 
were abolished. 

The shilling strengthened, 
inflatio n was brought under . 
control, millions of dollars , 
poured into Treasury hCQa , . 
and the stock exchange. . 
buoyed by a sweeping:- . 
privatisation programme, .. 
looked to be one of tbe 
continent's most exciting 
exchanges. 

But by 1996 there was a 
growing awareness that the . 
reform process bad slowed 
to a near halt, sabotaged by ; 
an elite waking up to the 
threat posed to Its 
privileges. 

The IMF and World Bank 
complained about delays In 
privatising the 
telecommunications and 
power companies, two 
Important sources of 


patronage for the ruling- ?. 
Kanu party. 

- Presidential whims, such' 
as the building qf ah 
intanational airport in .the 
.town of Ekforet and ffie : , 
purchase of a Jet aircraft, 

: made a mockery of ... - 
government accountability. 

Tbe failure to riaiovate a 
crumbling infraatmeture, 
combined with Kenya’s -- 
growing reputation as a 
country where every 
transaction involved . . 

- obligatory "sweeteners”, 

waspnwing to bea . 
deterrent to Investors. .. 

It was against this 


World Bank' last mopth . 
puMfcly announced their 


to ; - . 

measures to ensaxeihe 
autonomy of the Kenya 
Revenue AuthorltyaiKl to 
establish an independent 
aattOHTUptton authority. 
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not to punish Kenya, the 
IMF spokesman said Katya 
had the potential far 9^10 per 
cent growth rates. Tjiut this 
is not gedng to bo possible if ; 
resources are misused. 


selfish ends” be said. 


■ Mr Moi has promised to-J . 
deliver an all pcnDt^ But y .-i . 

tew believe he can. 

. “The b iggest headache, for . 
Mof & that fingers always. .. 
point at his 'most trusted 1 V. . 
deputies, allies and - . 
jwrarbrokfirs,* said Kanyk’s 
Economic Reviews Thfee -. 
are the sitme people who 
keep Kanu’s political: Z'-.- 
- machinery properly oiled; pf 
hehce Moidepends ott feem V 
th remain in power,” ■■■, • I v . : 
. Failure 'wiH be coStly.’ , • 
Following the IMF 1 
suspension, the abiHing V'.;... 
depreciated at one stage by * 
nearly 36 per cent, .foflafauy 1 - 
soared and foreign investors 
puHed out of Treasury bffla 
Mr Mndavadl was forced 
raise taxes and the ceritral 7 . 


bank, 

.prtaaesosfh covering its 


Ta ils latest newsletter. 


predicts z^ro growth fear the 
rest etf the year and 1-2 par 
ce&ifor : i397?ik awhate,a 
faricry front government 


water with fittie prospect of 
a mbtor to gedKate . \ 
jnoejantdn^?; d ftite s pra te t s 
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puts the r^kafeiQ of the 
IMF, vritjcfrcaiinot txwsiga . . 
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Before venturing into 
Asia's markets, let an expert 
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140 years of working in Asia has made os Oitfe of the’liegloiitfl! n 
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MIDDLE EAST AND NORTH AFRICA* by Route Khalaf 


World’s slowest growing developing region 



Sluggish growth 
rates have left the 
region facing 
important 
challenges 

Political 
Instability, 
dependence 
on oil, high 
defence 
spending: 
and a legacy of government 
control over the economy 
are factors that have 
weighed heavily on the econ- 
omies of the Middle East and 
North Africa (Mena) and 
contributed to disappointing 
economic performance since 
the oil slump of the mid- 
1980s. 

The sluggish growth has 
left the region feeing impor- 
tant challenges, but has also 
forced many countries 
across Mena to Implement 
economic reforms. 

According to the World 
Bank, gross domestic prod- 
uct grew at a mere 02 per 
cent a year between 1980 and 
1990 In Mena. It rose to 2 l 3 
per cent in 1990 to 1995, bat 


Still fell below annual popu- 
lation growth of 3 per cent 

The World Bank, however, 
is forecasting a resumption 
of growth of A to 5 per cent a 
year to the end of the cen- 
tury. While this will mark a 
significant improvement in 
the economies over recent 
years, the region will remain 
the slowest growing among 
developing regions. 

The region is diverse and 
the challenges vary. In the 
oil-rich Gulf, the stabilisa- 
tion of oil prices since last 
year has alleviated the 
strain on finances and 
reduced budget deficits. But 
to ensure that economic 
prosperity is not dependent 
on fluctuations in oil prices, 
countries face the task of 
accelerating efforts already 
started to diversify their 
economies. At the same 
time, they are being urged to 
reduce subsidies and down- 
size generous welfare states. 

It is the non-oil countries, 
however, that have per- 
formed better in recent 
years. They make up what is 
known as the ‘'emerging 
Middle Bast and North 
Africa", which includes 
Egypt. Jordan, Lebanon, 


Foreign direct investment 


Asa percentage of GDP 
ZS 


Real per capita income 


Mtddfe Ewt and ftorOrAfrfca 


.Wtetonharniapfars. 


•05 



V™*; ■ ■ ■ 

r 

Aria 



L 


’ . ” ” ‘ ‘ 


1 


• • - 







1980 1982 19(84 .1988 

Sowek W bitd Ecanonle Ouibaft 


•1988: ■‘■■ i MODV: 1882 ~T89* 


Morocco and Tunisia. Israel 
is considered an emerging 
market but its economy is 
Ear mare advanced than that 
of its Arab neighbours. Gov- 
ernments in most of the 
emerging Mena na tHnng have 
made important strides in 
restructuring their econo- 
mies. They have also begun 
to develop capital markets, 
which are acting as a con- 
duit for inward portfolio 
investment. 

Their challenge today Is to 
speed up privatisation, as 
well as integration into the 
world economy, and allow a 


ISRAEL • by Judy Dempsey 


Reforming 

drive 

continues 


The peace process 
opened planners* 
eyes to die 
economic 
changes needed 

Despite all the recent 
setbacks to the Middle East 
peace process, economic 
policymakers in Israel are 
determined to press ahead 
with reforming the economy 
in a Hd to Integrate It into 
the world economic system. 

The policymakers, led by 
Jacob Frenkel, governor of 
the Rank of Israel, or central 
bank, and Yakkov Neeman, 
the finance minister, have 
embarked on such a pro- 
gramme partly because of 
the effect the early euphoric 
days of the peace process 
had on the economy. 

Those years - 1993-1996 - 
gave Israeli companies the 
chance to find new markets 
outside the country. But 
they also showed how far 
Israel would have to change 
in terms of marketing, com- 
petitiveness and above all. 
opening up an economy 
which had been strangled by 
over-regulation and a social- 
ist ethos inherited from the 


founders of the Jewish state 
nearly 50 years ago. 

Israeli policymakers had 
put off change for years. No 
political party was willing to 
confront either the unions or 
their own constituencies 
grouped around the agricul- 
tural lobby, the large indus- 
trial conglomerates and 
holding companies, and the 
public sector. 

And even when the peace 
process opened up new 
opportunities to Israel, again 
the pressure for change was 
slow largely because the 
enormous wave of Russian 
immigration - which 
totalled 800.000 between 1991 
and 1995 - boosted consumer 
spending and the economy. 
Indeed, during this period, 
the economy was growing at 
an annual rate of about 
seven per cent 

But those days are coming 
to an end. The peace process 
is at a standstill. And the 
economy this year will grow 
less than 2 per cent and not 
much more next year. The 
rate of unemployment is just 
under eight per cent while 
immigration will fall to 
about 55,000 this year, com- 
pared wtth about 80,000 last 
year. 



Yridov Noonan: pushed through Shk2Jbn cut in budget 


In a response to the slow- 
down in the economy, the 
BOI and the finance minis- 
try have resisted calls for 
loosening either monetary or 
fiscal policy. In early Sep- 
tember, for example, Mr Nee- 
man pushed through, cabinet 
approval for a Shkaghn cut 
in next year’s budget in 
order to bring the budget 
deficit down to 2A per cent 
of gross domestic product 
And Mr Frenkel has kept 
interest rates high to stem 
inflation, hovering at around 
nine per cent 
But it is not only -tight 
monetary and fiscal policy 
which underpins the govern- 


In course oi time, most things 
change just to tap up the quality. 
We're changing to become better 



The financial restructuring of Prruredna banka Zagreb d.cL, as the one of 
the country's largest banks, is about to be finished and will consolidate the 
position and the role of the Bank in providing the mam support for leading 
Croatian companies. 

The process of privatization has opened up tremendous opportunities for 
investment in the Croatian economy. 

Through our well developed network of more than 200 branches and offices 
throughout Croatia we are able to provide both wide and effective market 
cover. In this way, we supply the best service and support for all 
entrepreneurial projects associated with the Croatian economy, in their 
concept, organisation, management and supervision. 
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successful business operations demand PWVPFnjUA 
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meat's economic strategy. 
Benjamin Netanyahu, the 
Israeli prime minister, 
appears determined to imple- 
ment a privatisation pro- 
gramme, to break the power 
of the monopolies, whether 
it involves the transport or 
agricultural system, and to 
open up the economy to 
competition. 

In recent months, the gov- 
ernment has started opening 
up Bezeq, the state-con- 
trolled telecommunications 
company, to competition. 
The international telephone 
network is completely liber- 
alised with the effect that 
the price of overseas calls 
has faitan by more than 70 
per cent The domestic mar- 
ket will be opened in 1999. 
And this month, the govern- 
ment sold its stake in Bank 
Hapoallm to a private con- 
sortium. While investors 
welcomed the move, it will 
be interesting to see if the 
Arison group, the successful 
bidders, will reduce the 
bank's grip on the Israeli 
economy. Hapoalim cur- 
rently accounts for 8 per 
cent of GDP. 

Parallel with privatisation, 
the BOI has finally started 
liberalising the foreign 
exchange regime. Per years, 
a battery of arcane legisla- 
tion bad prevented investors 
and private citizens from 
any flexibility or choice in 
what they wanted to do with 
their money or bank 
accounts- But over tbe past 
few months, tbe BOI has 
allowed companies and pri- 
vate investors the chance to 
diversify portfolios, with the 
aim of weakening the power 
of the few large conglomer- 
ates which dominate the 
economy. In addition, Israeli 
banks will be able to buy 
shekels - the unit of cur- 
rency - from overseas 
banks, ending a policy which 
limited them to exchange 
transactions within the local 

banking system. The mea- 
sures will also sweep away 
curbs on mutual or provi- 
dent funds investing in for- 
eign securities. 

Much remains to be done. 
Pension funds cannot hold 
foreign securities in excess 
of 5 par cent of their assets. 
Israelis are still barred from 
buying foreign real estate. 
The amount of foreign 
exchange householders may- 
buy for travel abroad is 
restricted to 81,000. But at 
least the government is 
aware of this - and has 
begun to make tbe transition 
from a socialist to a modem 
free market economy. 




. V •• . . ; , . - ’ - : ,T‘. ~ ■ "v 

:■? c-,; 

• .> • :i r ’ ?s ^v- v •' 


150* 


10Gb-* 






V.-. • 

: ; -M. ■: ■ *£ 


greater and more competi- 
tive role for a private sector 
that has long been sheltered. 
These countries have either 
signed or are negotiating 
association agreements with 
the European Union, with 
the aim of creating a free 
trade zone with the EU 
within 12 years- The move is 
expected to lead to greater 
trade awwwig Arab coun- 
tries, In a region where past 
efforts at integration have 
been elusive. 

The expansion of emerging 
Mena to include mare coun- 
tries Is limited by the politi- 


cal Instability from which 
suffer many countries in the 
region. At a time of break: 
dawn in the Arab-JsraeU con- 
flict, the Palestinian Author- 
ity has been strangled in the 
past year by feraeU-imposed 
sanctions that have severely- 
impacted the economy, to 
strife-torn Algeria, tbe gov- 
ernment has followed Inter- 
national Monetary Fund 
reforms in recent years 
which win pay off when the 
country regains stability. 

Across the region, the 
greatest worry feeing gov- 
ernments is hi gh unemploy- 


ment rates - reaching nearly 
20 per cent in Jordan and 
more than 28 per cent in 
Algeria. Unemployment is 
increasingly more pro- 
nounced among young grad- 
nates, a feet many govern- 
ments consider a source of 
potential instability . 

John Page, World Bank 
chief economist for Mena, 0 
says that to accelerate eco- 
nomic growth and create 
employment opportunities, 
reforms must tackle three 
mflfn fronts. 

First is raising investment 
levels, now running around 


20. to 25 per cent of GDP, 
with 35 to 40 par 
cent in Asia. As the state 
can no longer afford the 
investments of the past, it 
most create the environment 
for the private sector to 
speed up investments and 
attract foreign investment 
to several countries go vern- 
ments have recently allowed 
a greater private sector tolfl 
in the development of infra- 
structure, with build/oper- 
ate/transfer schemes in 
power generation under way 
in Tunisia, Morocco and 
Egypt, tor example 

Meanwhile, the agree- 
ments signed or under nego- 
tiation with the .EU can play 
an important role in attract- 
ing inward investment, 
which, remains at very low 
levels. The region is esti- 
mated to have attracted in 
1996 a mere $2JZbn in net for- 
eign direct investment, out 
of a total of $msbn for all 

developing countries. 

Second Is improving 
human skills. Because oil 
riches allowed for hi gh 
wages and many non-oil 
countries sent citizens to 
waik in oil economies. Mr 
Page says that real wages 


relative to skills are consid- 
ered to be high to 

Moreover, m spite of 

heavy spending on 

_ the region spends about 
14 9 per ceD ^ GDP 

returns on education to 
terms of economic growth 
are less than to other devel- 
oping regions. The main con- 
straints to successful returns 
on education include inade- 
quate access for girls and a 
bias towards preparing stu- 
dents for public sector jobs 
at a time when tbe public 
sector should be shrinking. 
With a growing majority of 
the population under 30. gov- 
ernments across the re gion 
axe now placing top priority 
on education reform. 

Third is improving the 
productivity of investment 
and the competitiveness of 
the economies. The state’s 
role is thus to raise the level 

of infrastructure and to facil- 
itate competition among 
companies by opening up 
the economies and shedding 
protective policies. Foreign 
direct investment can play 
an important role in improv- 
ing productivity through the 
transfer of technology and 
manage ment skills. 


THE EURO-MEDITERRANEAN PARTNERSHIP* by Mark Huband 


Emu offers opportunities 


Negotiations are 
under way to 
forge lucrative 
partnership 
agreements 

Slow progress towards the 
removal of trade barriers, 
between the European Union 
and the Mediterranean 
states has not discouraged 
the Middle East and North 
African (Mena) countries in 
their efforts to secure access 
to the European market • 

{fine different agreements 
between the EU and the 
Mesa states are now at var- 
ious stages of negotiation. 
Tunisia, Israel, Morocco and 
the Palestinian Authority, 
have signed partnership 
agreements, though all are 
awaiting ratification by the 
parliaments of the EU mem- 
ber states. Jordan, Egypt, 
Lebanon and Algeria are 
also conducting negotia- 
tions, while Syria is engaged 
in exploratory discussions. 

Middle East and North 
Afri can states are expected 
to benefit from the exchange 
rate security of European 
economic and monetary 
union as their increasingly 
export-driven economies, 
seek to compensate for tariff 
reductions tor exploiting the 
opportunities offered by 
partnership agreements with 
theEU. 

Extensive liberalisation of 
economic and fiscal policies 
throughout the region has in 
part been spearheaded by. 
the absolute necessity for 
reform. But this has been 
coupled more recently with 
the need to attract foreign 
investment, reform compa- 
nies and privatise state 
enterprises in preparation 
far increasing competition 
from EU states as the Euro- 
Mediterranean market is 





Cafatt Egypt hopes to become a Hnk b a tw o an axtra-regtonal exporters and the EU 


“The main agenda is our 
own agenda,” said Hass an 
Abouayoub, formerly Moroc- 
co's minister of agriculture 
and a senior negotiator of 
the country’s partnership 
agreement signed with the 
EU in 1996. "But tbe major 
Impact of liberalisation is 
not known now, except that 
we know liberalising is help- 
ful to existing industries.” 

A study of toe benefits to 
Morocco and Tunisia of 
trade liberalisation with toe 
EU by two World Bank econ- 
omists and published by the 
Egyptian Centre for Eco- 
nomic Studies CECES), con- 
cluded that per capita 
income in the two countries 
would increase over 10 years 
by $25 per armrrm and $40 
per annum respectively. The 
gains would be 25 per cent 
greater if this liberalisation 
were globalised. 

Both countries have 12 
years from the signing of the 
agreements to reduce tariffs 
and harmonise standards 
with the EU. The ECES 
study estimated that quality 
Improvements will allow 
both countries to increase 
export prices by a farther 
two per cent 

“We have lost 3JXX) jobs 
each year through privatisa- 
tion, but more than tha t: 
number have been created 
through foreign invest- 
ment,” says Mohammed 
Gfaannoucbi, Tunisia’s min- 
ister for international 
co-operation and foreign 
investment, outlining the 
balancing act the countries 
of the region are forced to 
perform. 

“We are losing $60Qm- 
STOOm a year in lost customs 


revenues, which have to be 
compensated for by econo- 
mies.” Mr Ghannouchi said. 

Even so, Tunisia, which 
signed a partnership agree- 
ment with the EU in. July 
1995, ‘ is way ahead of its 
rivals on the southern shore 
of toe Mediterranean to rais- 
ing standards of production 
and Instituting the first 
tranche of tariff reductions 
two years ahead of toe date 
required by the EU agree- 
ment. 

Now it is seeking to 
ensure that a tight fiscal pol- 
icy, control of inflation and 
tracking of the Ecu as the 
barometa- far its currency, 
the dinar, prepares the econ- 
omy for the demands of Ecu. 
As part of the discipline of 
retaining tins exchange rate 
stability, the government 
aims to reduce the budget 
deficit from 3.7 per cent of 
GDP to 1996 to 3 per cent 
this year. 

“Seventy-five per cent of 
our trade is with Europe, 
and 80 per cent of our for- 
eign investment comes from 
Europe, as well as 80 per 
cent of our tourists. The 
dinar follows closely the 
value OP the Ecu, and we are 
continuing to try to control 
the currency, to respect toe 
criteria for convergence in 
order to retain parity," says 
Mr flhannnuffhi 

Morocco has enjoyed a 
currency stability similar to 
that of T unisia, though inm 
retrained from tracking 
either the US dollar or toe 
Ecu in such a deliberate 
manner. But this pre-occupa- 
tion stems from concern 
over the impact of monetary 
uncertainty on the European 
side. 

“When the peseta and 
escudo were devalued, it had 
a tremendous impact an us, 
and can have a great impact 
on our trade flows," says Mr 
Abouayoub, suggest in g that 
toe tighter exchange rate 
parameters of the Ecu will 
provide a degree of security 
for southern Mediterranean 
states whose main trading 
partners are southern rather 
than northern European 
countries. “It’s a key ques- 
tion, and it's a pity that so 
little attention is paid to it,” 
he said. 

The subject of Emu has 
not entered into Egypt’s 
lengthy and as yet unre- 
solved negotiations ova: its 
partnership agreement with 
the EU, according to Gamal 
Bayomoi, Egypt's negotiator. 
Mr BayoumS says the ques- 
tion did not arise because 
the US dollar remains 
Egypt's main benchmark, 
despite nearly 35 per cent of 
Egypt’s $3J2bn export pro- 
ceeds deriving from EU 
slates to 1995*6. Egypt now 


aims to act as a link between 
extra-regional investors and 
the EU. 

“I see people coming from 
the Far East - from Japan 
and Korea - to establish 
themselves in Egypt They 
are optimistic about 
exporting from Egypt to 
Europe," says Mr Bayotzmi. 
The government has 
introduced broad measures 
to attract foreign direct 
investment, as well as 
reforming labour laws, 
allowing frill convertibility 
of tiie highly stable Egyptian 
pound, and ■ slowly 
acknowledging toe need for 
cumbersome customs and 
port procedures to be 
radically reformed. 

Such a rote is not expected 
to be open to neighboaring 
Jordan, which has poshed 
through liberalisation 
measures which it intends 
will qualify it for WTO 
membership as well as 
tailoring the economy to the 
requirements of the 
partnership agreement it has 
signed with the EU. 

“For future admission to 
the WTO, Jordan must come 
to terms with toe end of 
tariffs. This has already 
meant a JD3Qm reduction in 
government income, but 
there has been some 
compensatory increase in 


sales tax,” says Mr Jawad 
Anani, Jordan's deputy 
prime minister. 

“Complaints have come 
from the non-export sectors, 
such as building materials 
and food processing, which 
are confined to the local 
market,” Mr Anani said. 

Despite toe downside, felt 
most acutely by small 
producers. Jordan’s 
government believes it is in 
a good bargaining position 
with the EU, owing to its 
trade deficit, on which basis 
it has successfully argued 
that it should be allowed to 
increase its export quota to 
EU states. 

The government expects 
the impact of Emu to be 
largely positive, as it will 
provide a simple alternative 
to the dollar while also 
allowing it to make 
substantial Ecu deposits in 
European banks from which 
larger returns will be 
demanded than currently 
secured on the variety of 
currencies being held. 

“We think that two 
currencies will give a safety 
cushioning factor to the 
internal currency regime, 
because of toe value of our 
foreign currency holdings,” 
says Mr, Anani “We have 
been following fthe Emu 
discussions] rather keenly." 
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act for ministers 


to improve llvirig 
standards and cut 
inflation. is an. 


Hiese are trying times for 
-finance 'ministers and cen- 
.--traL bankers. in central and 
eastern Burope as they grap- 
ple with conflicting priori- 
“ti^ aT Cutting inflation and- 
gqvenrfnent pending while 
satisfying ' demands for 
iMhg s tandar ds «ni< 

- rifting- fovestmezrt' : 

' The:v?phi31 nature - ; of the 
straggle is jsvealed by grow- 
ing currant account deficits, 
as_ fcigber real incomes and 
rising investment suck in 
" imports,' and a trend to wid- 
ening fiscal deficits, as gov- 
ernments struggle to cope 
with rising pension and 
sdcial security bills and 
other -calls on the' public 
-purse.. - ' 

A -recent study by Deut- 
sche Morgan. Grenfell esti- 
mated -that current account 
deficits lb the region would 
rise. to. ah average 5.3 per 
cent of . GDP this year from 
' 2.4 jierceiit in 1996 while fis- 
cal deficits- would increase 
from 3 to. 318 per cent 
> Widespread; flooding in 
central Europe this summer 
has added to the pressure on 
public spending, especially 
in tiie Czech republic and 
Poland where unpopular fis- 
cal ti ghtening will face what- 
ever; government coalition 
emerges from the September 
21 elections. ' 

-Events; overthe past year 

'haxrp mifTprRrwvl the CTUCial - 
Importance of structural 
reforms, such as the intro- 
duction of funded pension 
schemed and. viable, well-reg- . 
ulated financial markets, 
and of the need for on-going 
mkrowmoinlc reforms and 
access to foreign technologi- 
cal- and' other skills at the 
enterprise. level; ' 

The, need to bring their 
overall institutional, finan- 
cial and economic frame- 
work closer to west Euro- 
pean norms is particularly 


pressing for the five central 
. European states selected 
by Brussels for inclusion in 
the first round of negotia- 
tions . for the European 
Union's enlargement to the 
east. 

The five include three of 
the original “Visegrad 4" 
countries - the Czech repub- 
lic, Hungary and Poland. 
The fourth, Slovakia, has 
been excluded for primarily 
political reasons. The list 
includes Slovenia and 
Estonia which are both 
small, relatively far-ad- 
vanced in the transition to 
market-oriented systems, 
and symbolically Important 
They are tokens of the ElTs 
as yet vaguely expressed 
commitment to draw both 
the wider Baltic and Balkan 
sub-regions into an enlarged 
Union sometime in the next 
century. 

Croatia is likely to be the 
next Balkan state to qualify 
for EU entry talks. But else- 
where in the region coun- 
tries such as Albania. Bosnia 
and the other former Yugo- 
slav states, together with 
Bulgaria and Romania, con- 
tinue to rely heavily on the 
Washington-based institu- 
tions, mainly the World 
Bank and the IMF. for guid- 
ance and support. 

Bulgaria, which intro- 
duced an IMF-backed, 
D-mark linked currency 
board monetary system in 
July, is tied by the resulting 
external constraints to a pol- 
icy. of structural reform and 
fiscal prudence. Romania is 
pushing hard for greater for- 
eign investment to develop 
the potential of this large, 
naturally well-endowed and 
populous country of 23m 
people. 

Prospects for reform in 
both Bulgaria and Romania 
are closely related to politi- 
cal changes which have 
brought in reformist govern- 
ments with, popular support 
for what are bound to be 
painful changes. This has 
improved the prospects for 
faster privatisation and 
greater foreign investment 
in both countries. 


One of the most significant 
developments in recefat 
months has been the fall 
from grace of the Czech 
republic and the expos uratof 
the hollowness of the cl rim 
by prime minister Vac av 
Klaus that the country 1 ad 
successfully passed throigh 
the transitional stage t nd 
had become a “normal” n ar- 
ket economy. 

Growing concern over he 
size of the current account 
deficit led to a 10 per cbnt 
devaluation of the korana 
earlier this year after the 
central bank spent $Sbn 
vainly supporting a curre icy 
which temporarily lost the 
confidence of both Cz« chs 
and foreigners. 

Since then the koruna [has 
recovered as a chaste led 
government has cut spiral- 
ing and pushed ahead wi b a 
new regulatory regime A 
spotlight is now focusee on 
the incestuous relation hip 
between the banks, invest- 
ment funds and enterpilses 
while the government is ilso 
adopting a mare welcoming 
approach to foreign inves- 
tors. Particularly sought 
after are. those investors 
willing and able to Bush 
through long-delayed enter- 
prise restructuring. Sig lifi- 
cantly, hitherto min mal 
unemployment levels are 
starting to rise as debt/bur- 
dened enterprises shed \ orfe- 
ers. 

Nervousness spread to 
Warsaw in the sun mer 
where a five per cent one- 
day fall in the value o : the 
Polish Zloty in mid L’uJy 
drew attention to Poland's 
rising trade deficit. Sode of 
the surge in imports is 
accounted for by rising real 
incomes and a consumer 
boom which has not teen 
checked in the run-up to 
autumn elections. lBut 
in Poland’s case much cjt the 
deficit is accounted for by 
rising foreign direct 
investment and the higji vol- 
ume of processing and 
port work where 
and exports are c^sely 
linked. 

Rapidly rising fd-eign 



BULGARIA AMP ROMANIA 

European 

ambitions 

undimmed 


hT- ’ 

Hooding in centra/ Europe has added to the pressure on pub Be spending 


direct investment, not only 
by the big US and other mul- 
tinationals but also by Ger- 
man. Italian and other small 
and medium-sized private 
companies, is injecting fur- 
ther vigour into the restruct- 
uring of traditional former 
state companies and the 
new, entrepreneurial light 
industrial and service-re- 
lated industries. 

This industrial restructur- 
ing is facilitated by a well 
regulated, transparent and 
efficient Warsaw stock 
exchange and by bank 
reform which is linked to the 
restructuring both of bad 
loan portfolios and the enter- 
prises which accumulated 
them. 

This has given Poland's 
entrepreneurial private sec- 
tor both easier access to 
h ank finance, albeit still at 


high cost despite declining 
inflation, and an alternative 
source of cheaper and mare 
flexible equity finance. 

Meanwhile Hungary is 
emerging fitter and leaner 
from three years of tough fis- 
cal and monetary pressures 
which cut living standards, 
shifted resources from con- 
sumption into exports and 
cut both foreign end domes- 
tic debt. 

The politically brave 
retrenchment was accompa- 
nied by an unprecedently 
rapid and far-reaching rash 
privatisation programme 
which attracted more than 
$5bn in foreign investment 
which was mostly used to 
retire debt. Net foreign debt 
has fallen steadily to $139bn 
over the past 30 months 
while the combination of 
devaluation and the export- 


orientated output of much 
foreign investment has 
transformed Hungary's abil- 
ity to compete in world mar- 
kets. 

Hungary’s ability to create 
an investor-friendly environ- 
ment is reflected in the 
active presence of 80 per 
cent of the top 50 global cor- 
porations. including leading 
US corporations such as 
General Electric, General 
Motors and Ford as wen as 
Suzuki and other Japanese 
investors and a slew of Euro- 
pean car and component 
manufacturers. Between 
thpm the top US, European 
and Japanese corporations 
account for 60 per cent of 
total foreign investment of 
around $16bn and produce 
an estimated 20 per cent of 
GDP - the bulk of which is 
exported. 


New reformist 
governments are 
keen to bring 
about economic 
transformation 

The European Commission's 
proposal to limit the first 
round of enlargement negoti- 
ations to five of the most 
economically-developed for- 
mer communist states, 
which are also closest to the 
existing European Union 
core, underlines the vari- 
able-speed nature of the 
transition process in Europe. 

Brussels, and its financial 
institutions, will continue to 
of f er assistance to the more 
distant, second-rank coun- 
tries of the region whose 
aspirations to “join Europe" 
are un dimmed. But it is to 
the Washington-based IMF 
and World Bank, the Lon- 
don-based European bank 
for Reconstruction and 
Development (EBRD) and 
the Paris-based OECD that 
south Eastern Europe is 
looking primarily for the 
advice and financial support 
needed to narrow the hith- 
erto widening gap between 
the early reformers and the 
laggards. 

Under these circumstances 

financial and wwinmir. pol- 
icy throughout the Balkan 
region - from Albania 
through Bosnia to Bulgaria 
and Romania - is closely 
linked to fulfilling the condi- 
tions of IMF letters of intent 
and other loan agreements. 

In Bulgaria's case options 
are further constrained by 
the introduction, at IMF and 
World Bank insistence, of a 
D-mark linked currency 
board system. This ties the 
domestic money s apply rig- 
idly to the level of foreign 
reserves and virtually elimi- 
nates the government’s abil- 
ity to indulge in inflationary 
deficit-financing of banks 
and enterprises. 

Political developments in 
the region meanwhile have 


substantially changed the 
outlook for the region since 
last year's annual IMF/ 
World Bank meetings. 

At that time Bulgaria 
appeared to be heading 
towards a financial melt- 
down and a second default 
on its foreign debt while 
Romania was facing hyper- 
inflation and the build-up of 
an unsustainable current 
account deficit 

Since then both Bulgaria 
and Romania have under- 
gone a political transforma- 
tion with the defeat of social- 
ist regimes wedded to the 
old way of doing things. New 
reformist government coali- 
tions in both countries 
started life with popular 
backing for the market-ori- 
entated privatisation and 
other policies required to 
narrow the hitherto widen- 
ing gap between the “fast- 
track" reformers and the 
slow-starting Balkan region. 

Albanians, by way of con- 
trast, threw out a govern- 
ment which had exhausted 
the credit it originally 
gained for managing the 
first difficult years of tran- 
sition from the isolation and 
paranoia of the Hoxha dicta- 
torship. President Sali 
Berisha and his regime was 
swept away by the bloody 
explosion of the financial 
time-bomb laid by the pyra- 
mid schemes from which the 
regime had both profited and 
theq, ft”!**/! to curb. 

Somewhat ironically the 
task of fin alising a tough 
recovery plan drawn up with 
IMF assistance now falls on 
the shoulders of a socialist 
party government led by Mr 
Fatos Nano. It could strain 
party loyalty to the limits as 
implementation of the stabi- 
lisation programme will 
depend largely on the gov- 
ernment's ability to restore 
fiscal disciplin e, reform the 
banking sector and wind- 
down remaining pyramid 
schemes. 

Continued on page 30 
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Banco de Galicia y Buei 

Company Overview 


Aires S.A. 


Banco de Galicia is the largest private bank in Argentina's financial system 
in terms of assets / deposits shareholders equity and branch network size. 



.Asa universal bank, Galicia provides a full range of financial services 
customers, in the areas of commercial banking, investment bank 
It conducts significant banking activities overseas through its branches i: 
Islands, its representative offices in Brazil, Chile and the United Kinj 
Galicia y Buenos Aires (Uruguay) SAIFE -the largest private finaiu 
and a vast correspondent banking network covering the world’s 

- Founded in 1905, the Bank has been listed on the Buenos Aires Sto 
t. stock is also traded on the National Association of Securities Dea 
(NASDAQ) stock market since June 1993. Galicia was the first Argc 
_ . capital markets through its November 1991 debt issue. It was also tlx 
• . raise equity via an international public offering in the USA and Euro] 

• l America issuer to successfully place a subordinated convertim 
\ market in August 1994. 


Selected Financial Information (♦Millions of 


FY 1997 I FY 1996 


-TOTAL ASSETS l0 -gQg 

LOANS _6O10 

DEPOSITS 5-987 

negotiable OBLIGATIONS - 659 

| -SHAREHOLDERS’ EQUITY 894 { OIV L_ 

Network 

’ARGENTINA: Bmco de GaBria y Buenos Aires SA. - Head Office. 

,^S?(54-1) 329-6000 -Fax: (5tt) 329-6100. 

Tntrfflpr- hqry/wwwhancogaBaa.conLar 


to individuals and corporate 
□g and capital markets. 

New York and the Cayman 
dom, its subsidiary Banco de 
al institution in Uraguay- 
najor financial centers. 

k Exchange since 1907. Its 
os Automated Quotation 
atine bank to access the euro 
first Latin American bank to 
e. In addition, it was the first 
ie bond in the international 


£$) 

FY 1995 

FY 1994 

5.551 

5.093 

4X57 

3395 

3354 

3304 

662 

441 


NUM&tR Off BRANCHES %> 

Ol : tVj; 


Aires (City) 


CHILE: Si 
Phoae/Fax: 
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CAYMAN ISLANDS: - Banco de GaBoa^"" 
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SALFJE. 



Established since 1905. 


February 1997 


Corridor Block Gas Project 


U.S. $450,000,000 

Limited Recourse 
Project Finance Facility 


Join Arranger, Syndication Agent and Bookrunner 

The Chase Manhattan Bank 



The Chase Manhattan is regulated in the UK by the SFA 
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RUSSIA* by Chrystia Freeland 


signs 


% Cf Russian GDP 


Fatos Nano: implementing a tough reform package for Albania 


Russian leaders 

are predicting the *0^ 

economy will at **** 
last begin to grow 

^ B43 7 r 

For nearly a decade, as Tataptwnadaristty (%} -1 r . -V.'Sfl 
Russia has confronted the £5iSBS3^ SS tff SBRj ite5 B 
gargantuan task of shifting 

from central planning to the deficit* ptfr gygpkig 

market, the most common ‘ »»«*■£ tag? au B ujim -' ■*■ 
i m ages from this country 

have been portraits of the few regions, led by the eoun- 
pain of that transition. As try's booming capital city 

SJSTT 8lmmk to a» beginning to recover, 
nearly half of its previous . The bun market in Russian 
a*?, the physical infrastruc- /equities - boosted by the re- 
time of many towns and election of Russian President 
cities has decayed, making Boris Yeltsin last year and 
power and heating shortages his successful heart bypass 
commonplace. Wage arrears operation - has been spec- 
01 more than six months tacnlar, making Russia the 
nave mounted and when world’s best performing 
workers are paid, it Is often emerging market 
m J5 ld - *. _ Heartened by these opti- 

dul. over the past several mistic omens. Russian lead- 
months, new signs of hope ers are now predicting that 
5? Jf b€ ^ un to appear. after a decade of severe eco- 

Aj thou gh m uch of Russia is nomic de cline , next year the 
still mired In depression, a Russian economy overall 
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few regions, led by the coun- 
try's booming capital city, 
are beginning to recover. 
'Hie buD market in Russian 


European ambitions undimmed 


Continued from page 29 

But the fate of the pro- 
gramme also hangs on the 
outcome of a donors confer- 
ence in Brussels next month. 
Hie IMF has made clear that 
it will only go ahead if EU 
countries, already by far the 
biggest donors with Italy in 
pride or place, pledge funds 
needed to underpin the sta- 
bilisation programme. 

Private investorjnterest in 
the region meanwhile is 
focused primarily on -Bul- 
garia and Romania which 
both suffered badly from the 
collapse of former Soviet and 
Comecon markets and the 
subsequent failure to push 
through the structural 
reforms required to adjust to 
post-Soviet conditions. 

Bulgaria, which enjoyed 
privileged access to Soviet 
oQ and gas and an unlimited 
market for its wine and 
other agricultural products 
and electronic goods, gener- 
ated a GDP of around $40bn 
in the 1980s. according to 
analysts at JP Morgan. 


By 1997 the economy had 
imploded to around a quar- 
ter of its former size with 
agriculture in disarray, the 
banking sector in crisis and 
industrial assets either worn 
out or stripped through poor 
maintenance and opaque pri- 
vatisation deals. Foreign 
debt, despite a London and 
Paris Club reduction and 
rescheduling deal in 1994. 
climbed back to around 
$9.5bn. a heavy burden for 
the population of 8.5m. 

The prospect of a second 
default on the external debt 
and the failure of the social- 
ist regime to offer a credible 
way out ultimately prompted 
the IMF to tear up a newly- 
negotiated standby agree- 
ment last September and to 
posh instead for the estab- 
lishment of a currency board 
which came into operation 
in July this year. 

The government's deci- 
sions to peg the lev to the 
D-Mark rather than the dol- 
lar and to fix it at a rate of 
1,000 lev to the D-Mark were 
both controversial. The 


unexpectedly high four per 
cent monthly inflation rate 
in August re-inforced the 
views of critics who argue 
that the lev is seriously over- 
valued at the chosen level 
Further strain is imposed by 
Gazprom, the Russian gas 
monopoly, which is cur- 
rently selling gas to Bulgaria 
at well above the price it 
sells to less captive west 
European markets. This is 
complicating the govern- 
ments efforts to privatise 
several oil or gas-based 
chemical and refining indus- 
tries. 

Rapid privatisation and 
more foreign direct invest- 
ment is crucial to the suc- 
cess of economic reforms in 
both Bulgaria and Romania, 
both Black Sea states which 
stand to gain long-term from 
the expected development of 
new oil and gas supply 
routes from central Asia to 
Europe in the next century. 

Romania, with a potential 
market of 23m people, is sec- 
ond only to Poland in popu- 
lation among the former 


socialist countries and also 
has the advantage of a sub- 
stantial resource base, 
including a well established 
oil industry and big agricul- 
tural and tourist potential 

Backed by over jibn in 
commitments from the IMF 
and World Bank and the pro- 
ceeds of a DM600 in debut 
eurobond issue in June the 
reformist coalition govern- 
ment is pushing shPMri with 
a high profile privatisation 
programme. In parallel It is 
also facing up to the need to 
close loss-making enter- 
prises and mines to restore 
fiscal discipline. Inflation, 
which fell to a monthly 0.7 
per cent in July, is declining 
against the background of a 
tight squeeze on Incomes 
and employment as the gov- 
ernment starts to shift 
resources away from distort- 
ing subsidies and into 
investment and higher 
exports. 


Boris Yeltsin last year and 
his successful heart bypass 
operation - hag been spec- 
- tacnlar, making Russia the 
world’s best performing 
emerging market 
Heartened by these opti- 
mistic omens, Russian lead- 
ers are now predicting that 
after a decade of severe eco- 
nomic decline, next year 
Russian economy overall 
will at last begin to grow. 

“Russia objectively stands 
on the threshold of economic 
growth,’* Victor Chernomyr- 
din. the Russian prime min- 
ister, told a banking confer- 
ence early this month. “In 
August the consumer price 
index practically did not 
change and the fall of gross 
domestic product halted. ” ' 
The prime minis ter said 
there were already some 
clear statistical indications 
that the economy was pull- 
ing out of its deep nose-dive. 
Industrial output figures for 
the first half of 1997 were op 
2 per cent year on year. In 
the first half of this year, 
GDP was unchanged relative 
to last year. 

That may seem like a 
weak reason for rejoicing, 
but, after years of contrac- 
tion, zero growth counts as 
an achievement for Russian 
officials, who are hoping 
that the economy has hit 
bottom this summer and will 
now begin to climh upwards. 
Many economists believe the 
Russian economy may 
already be growing, arguing 
that official statistics fail to 


capture the country's 
An th ony TObrant shadow economy. 

■q 1 . * Mr Chernomyrdin argues 

-KODlllSOll that the government has laid 


- tha fo undations for steady 
1 growth, citing the stable rou- 
■ hie, steadily decreasing infla- 
i tiou and successful efforts to 
bring down interest rates, 
wfeose giddy 200 per cent 
hJ£hs last year had deprived 
the real economy of desper- 
ately needed investment. 
Interest rates have now 
dropped below 19 per cent 
and the government expects 
to bring them to between 12 
anc 14 per cent next year. 

The Kremlin is also aim- 
ing far further reductions in 
the Inflation rate next year. 
The government’s official 
forecast, upon which the 
1998 draft budget is based, is 
th&j, inflation will be down 
to ET>er cent next year. How- 
ever, Sergei Dub inin , the 
chairman of the central 
bank, has set out a slightly 
lesdjambitiaus target. 

“We are sure that next 
year we will achieve singie- 
digk inflation," Mr Dubinin 
said in a recent speech. “We 
are calculating that Inflation 
will be 5 to 8 pa- cent in 
199i” 

The Russian government’s 
efforts have met with mea- 
sured approval from the 
International Monetary 
Funi, which earlier this 
modjth released a $700m 
trartfae of the SlObn, three- 
year, loan which has played 
an Important role In smooth- 
ing/fmssia's economic transi- 
tion. t 

TBe Fund, which ova: the 
pas 12 months had delayed 
sevj ral loan payments to 
Rus ia, citing concerns over 
the rountry's budgetary per- 
fon tan.ee. praised Moscow’s 
firm monetary policy and its 
succ2ss in bringing down 
infiaion and interest rates. 
The 'IMF lauded the new, 
refoimist cabinet team, 
appointed in March, saying 
the soung ministers, led by ; 


r Anatoly Chubais, once Rus- 
- sia's privatisation boss, and 
■ Boris Nemtsov, a former pro- 
1 gressive regional governor. 
, had “made important strides 
: towards reinvigorating 
structural reforms". 

But the IMF also warned 
that Russia had not yet 
untangled the web of non- 
payments which has crip- 
pled many sectors of the 
economy and created misery 
for millions of Russians who 
are routinely paid their 
wages with immense delays. 

“Executive directors 
emphasised the need to take 
all possible steps to improve 
revenue performance and 
establish better control over 
budget expenditures in order 
to put the budget on a sus- 
tainable path anri solve once 
and for all the problem of 
budgetary arrears,” the IMF 
said in a written statement 
In addition to the problem 
of arrears, the Russian gov- 
ernment faces several impor- 
tant hurdles over the next 
few months if it is to live up 
to its promise of beginning a 
sustained economic recovery 
next year. Two Important 
pieces of legislation - the 
draft 1998 budget and a new 
tax code - must be shep- 
herded through Russia's lef- 
tist dominated parliament 
before the end of the year. 

Although western econo- 
mists have praised the 1998 
draft budget as tough but 
ambitious, Mikhail Zador- 
nov, the respected and Influ- 
ential chairman of the par- 
liament’s budget committee, 
has warned recently that the 
budget may face a rough 
ride in parliament 
Mr Zadornov cautioned 
that Russia’s powerful, 
elected regional governors, 
who form the upper house of 
the Russian legislature, were < 
likely to make strong objec- 


. tions to the federal govern- 
I meat’s plan to slash transfer 
. payments to the Russian 
provinces. 

The budget committee 
chairman, a reformist econo- 
mist and member of the lib- 
eral Yabloko faction, also 
expressed some scepticism 
about the growth forecasts 
upon which the 19% draft 
budget is based. 

“Once again it [the draft 
budget] provides for 2 per 
cent growth," Mr Zadornov 
observed. “Hut, frankly, this 
forecast is not substantiated 
in any way. We are afraid 
that for the third year run- 
ning this hope for 2 per cent 
growth will remain just a 
hope." 

Mr Zadornov also warned 
that passage and implemen- 
tation of the new tax code, 
which cabinet ministers see 
as a crucial effort to lower 
the crippling tax burden on 
the Russian economy, could 
be problematic. He said the 
government’s efforts to push 
the complex tax code 
through parliament by the 
end of this year and its deci- 
sion to draft the 1998 budget 
on the assumption the tax 
code would be in place by 
the beginning or next year 
were overly optimistic and 
could create “chaos". 

While crediting the Rus- 
sian government with 
impressive progress and 
backing the Kremlin's pre- 
dictions of growth next year, 
many western economists 
also warn that the Russian 
economy remains in dire 
need of more liberalisation. 

Anders Aslund, a senior 
associate of the Carnegie 
Endowment, said: “What l 
think we are likely to see is 
very gradual improvement 
because there is so little 
competition." 
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international finance. 
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CEMI HAL ASIA.* by-Charles Clover 


Battle for natural resources 


The refflori is 
dependent on 
foreign states to 
find markets for 
its Resources 

The competition for the vast 
resources of central Asia 
recalls the logic of a former 
era, /when the foreign policy 
. of super powers mingled 
■ with Hie interests of multi- 
national corpora Lions in the 
. maelstrom of . commercial 
and political Intrigue that 
was the “Great Game" of the 
19til century. 

Oil fields which measure 
- more than a billion barrels 
of reserves are becoming 
increasingly hard to find, 
but they s eem to be quite 
' plentiful in; and around the 
Caspian Sea. Kazakhstan 
and Turkmenistan both have 
big plans fo develop Caspian 
Sea oil. In addition to . oil. 
however, Kazakhstan is an 
important source of rare 
metals, phosphates, and 
chemicals. Uzbekistan, 


meanwhile, is the world's 
second largest cotton 
exporter and a prolific pro- 
ducer of gold. . 

Chevron, the US oil major, 
was the first large western 
company to undertake . a 
project in central Asia, 
developing the Tengiz oil 
field in western Kazakhstan. 
Tengiz, which measures 
some 6-9bn barrels. Is actu- 
ally small in comparison to 
what might lie offshore 
under the Caspian Sea bed. 
A number of US and Euro- 
pean oa companies are now 
working as a consortium to 
develop itaMth'itan 'p Cas- 
pian Sea oil reserves. 

But Chevron has found 
that getting to the resource 
is only half the battle. Get- 
ting the resource to a mar- 
ket is the real challenge, and 
in this area, Russia still 
dominates the playing field 
of the new great game. 

Russia has traditionally 
controlled central Asia by 
controlling the access routes 
for the region's resources. 
Virtually all of the pipelines 


HUMQAflY • by Virginia Marsh 

Remarkable 

turnaround 


-Hungary is now 
ready to begin 
talks to join the 
EU early next 
century 

Three years ago Hungary’s 
foreign debt and current 
■ iacnnnnt and budget deficits 
had soared to untenable lev- 
els while the newly-installed 
Socialist-led government 
, appeared dangerously 
divided over economic pol- 
icy: 

. That same government is 
now heading for next year's 
general elections, having 
presided over one of the for- 
mer east bloc's most remark- 
able economic turnarounds. 

This has positioned Hun- 
gary as arguably the best 
prepared of the. five ex-com- 
munist countries chosen this 
year to begin membership 
talks with the European 
Union, with a view to Joining 
.. early next century. 

After a slowdown in eco- 
nomic growth caused by a 
tough austerity programme 
begun in March 1995. GDP is 
this year forecast to reach 
2.7 per cent by the Econo- 
mist Intelligence Unit, up 
from an estimated 0.5 per 
cent last year. 

The government, for its 
part, expects GDP growth of 
3-4 per cent next year and in 

1999, rising to 4-5 per cent in 

2000 . 

It expects consumer price 
inflation to average 18 per 
cent t hi s year, down from 
238 per cent in 1996, and to 
fall to 138 per cent in 1998 - 
targets analysts consider a 
little overambitiaus. 

Credit Suisse First Boston, 
for example, forecasts 15.5 
..per cent inflation fen: next 
year when the Socialists, the 
' ex-communists, will be seek- 
ing’ re-election for a second 
four year term. 

• The key aims of the March 
1995 “Bokros” programme. 

after the then finance 
minister, were to slash gov- 
ernment spending and 
domestic consumption, 
devalue the forint and 
encourage . a shift of 
resources into exports. 

■ This led to a more than 
halving of the current 
account and government def- 
icits in Just two years. The 
current account fell from 
$4.1bn in 1994 to $L7bn in 
1996, while the general gov- 
ernment deficit dropped 
from 8.4 per cent to 3J per 
cent 

. Combined with record 
inflows of foreign invest- 
ment the programme also 
put the brakes an a national 
debt that bad been escalat- 
ing dangerously. 

The gross foreign debt, 
which rose to $3L7bn at the 
end of 1995, had fallen to 
$23: 48m by June of this year. 

One of the programme's 
trade-offs has been, living 
with high, albeit fa l li n g. 
infiaHnn , in order to protect 
the external position. The 
programme changed the 
exchange rate regime to one 
based on a pre-announced 
crawling peg - this still 
remains relatively high at a 
monthly rate of 1.1 per oent- 
As the Organisation for 
Economic Co-operation and 
Development, which Hun- 
gary joined last year, said in 
a recent report “A lower 
Inflation rate could have 
been targeted > , - hut this 
option was ruled out because 
of fears it would lead to a 
real appreciation of the 
domestic currency and 


hence to a worsening in the 
external balances." 

Critically, however, Hun- 
gary's rigorous approach to 
macro-economic policy has 
been coupled with an almost 
equally tough approach to 
privatisation and restructur- 
ing. 

“The fact that Hungary 
has privatised so much of its 
economy. Including the 
banks, bringing in real 
investors with real money, 
distinguishes it from other 
countries in the region. This 
underpins the macro-eco- 
. nomic progress. The Czech 
Republic hasn’t got that for,” 
says a London-based banker. 
“Growth rates in Hungary 
might not be as spectacular 
as elsewhere but the upturn 
is real and sustainable.” 

With the last of the large 
banks, K&H, the commercial 
and credit bank, privatised 
this summer, it is hoped that 
compet i tion in the financial 
sector will intensify, to 
the benefit of. the many 
dynamic but cash-strapped 
small and medium-sized 
companies. 

In its report, the OECD 
says Hungary has perhaps 
the healthiest banking sector 
in the region but adds: 
“Interest rate spreads are 
declining, especially for 
loans to ’blue chip* 
firms . . . On the other band, 
the rates charged to Tnar- 
ginal’ customers suggest 
continued market segmenta- 
tion and. in important sec- 
tors, banks remain relatively 
cautious.” 

Another issue it highlights 
is the need for tax reform. 

“More effective revenue 
collection is critical to balan- 
cing public accounts,” it 
says, adding that “the tax 
evasion problem is both the 
cause and the effect of very 
high marginal tax rates.” 

Specifically - and like 
many- others - it suggests 
cuts in high payroll taxes 
which raise labour costs by 
some 50 per cent These are 
used to fund the bloated and 
troubled social security sys- 
tem. 

The government lias this 
year passed far-reaching 
pensions reforms, which will 
include privately-managed 
hinds in the mandatory sys- 
tem. But sorting out the 
expensive and inefficient 
state health system remains 
an urgent task. 

While labour costs remain 
low - an important factor in 
att ra ct i n g more than $26bn 
in direct foreign investment 
over the past seven years - 
official unemployment is 
still high at about 10 per 
cent 

This be partly ascribed 
to a flourishing black econ- 
omy - estimated at up to 30 
per cent of GDP. The parallel 
economy is inhabited by 
entrepreneurs deterred from 
declaring employees and 
profits by high taxes and a 
still oppressive bureaucracy. 

Nevertheless, high unem- 
ployment, and the real wage 
imposed by the Bokros 
packag e, are sure to be sen- 
sitive issues in the lo oming 
election campaign. 

The OECD observes that a 
number of Hungary's institu- 
tional structures are “dis- 
turbingly similar to ones 
which in other European 
countries have given rise to 
high levels of structural 
unemployment”. As well as 
payroll taxes, among the 
issues it singles out are wage 
flexibility, job protection, 
education and technological 
innovation. 


and railways which trans- 
port central Asia’s ail, gas. 
metals, and cotton pass 
through Russia. But 
recently, a number of initia- 
tives by foreign c or p orati ons 
and their governments have 
sought to loosen this hege- 
mony by providing transport 
routes to the south and east 
of central Asia, avoiding 
Russia. 

Finding alternative routes 
for central Asia’s ml and gas 
has become not only a com- 
mercial imperative, but also 
a strategic one. The US has 
made a foreign policy prior- 
ity out of making sure that 
central Asia's oil and gas are 
transported via alternative 
routes. 

While this policy is osten- 
sibly aimed at ensuring the 
west has access to those sup- 
plies, the political side effect 
of alternative routes would 
be to lessen these nations’ 
dependence on Russia, and, 
consequently, to lessen 
Russia’s influence in the 
region. 

This interplay between for- 
eign policy and corporate 
interest has recently become 
apparent In Turkmenistan, 
which contains vast reserves 
of natural gas. Turkmen- 
istan has always exported its 
gas via Russia, but har- 


boured hopes of finding an 
alternative route. Recently, 
the US solved Turkmen- 
istan's problem by declaring 
that it would not object to 
the construction of a pipe- 
line which would transport 
Turkmeni gas to Turkey via 
Iran, even though some 
observers feel this repre- 
sents a compromise on the 
US policy of preventing for- 
eign investment in Iran. It is 
noteworthy that there are no 
US corporate interests at 
stake in this particular pipe- 
line. 

"This was a political deci- 
sion fby the US], not a busi- 
ness one," said a Washing- 
ton-based analyst who 
hastened to add that none- 
theless, there were plenty of 
business reasons to ease 
sanctions on Iran. Many US 
oil companies want to see 
the sanctions lifted so that 
more of central Asia's hydro- 
carbons could be transported 
via Iran. 

But interest in central 
Asia's resources is not lim- 
ited to the US and Europe. 
China, whose fast economic 
growth has left it hungry for 
resources, is keen to see the 
vast oil resources of the Cas- 
pian flow east. China 
recently became a net 
importer of oil, and some 


observers say that the coun- 
try is seeking to secure addi- 
tional supplies from over- 
land routes which would 
make it less dependent on 
seaborne supplies. The Chi- 
nese National Oil Company 
took its first steps towards 
gaining access to these 
resources when it won con- 
trol of a Kazakh oil company 
which was privatised this 
year, and it looks set to win 
a second through aggressive 
bidding. 

However, Asian interest in 
central Asia is not just lim- 
ited to oil and gas. Korean 
conglomerate Samsung has 
bought up copper mines and 
smelters recently privatised 
by Kazakhstan while a Jap- 
anese company, Chori Ltd, 
plans to double the capacity 
of a rail link at the Kazakh- 
Chinese border. Last year, 
half of Kazakhstan’s steel 
passed through this route on 
Its way to China. 

But many grandiose 
schemes for new infrastruc- 
ture in central Asia have not 
made it past the drawing 
board, and in the end, the 
region will have to depend 
on the goodwill of, and 
the competition between, 
foreign governments to 
ensure that its resources 
find markets. 




OFFSHORE NORTH CASPIAN 


Kazakhstan 1b hoping to reach wi 
a g i e niul over (ha next (aw 
months with a waaWm consartfcsn 
on ths terms inder which drOng 
will baj n in one at the Model's mast 
promising oi exploration 


KARACHAGANAK 


A new development plan axfid 
break an Impasse between 
Kazakhstan and Russia or* how tho 
txjge natural gas end condensate 
Arid should be exploited 


The list big west e rn d protect in 
Ihe Caspian 9e* tee been dogged 
by a lack of ratable mport routee, 
| but energy-hungry iinetun China 
may soon prow to be a lucrative 


Existing pipelines 

Proposed pipelines 
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SVYAZ INVEST 1997 

Acted as financial advisor and underwriter in the Consor- 
tium led by UNEXIM Bank which lias acquired 25'?o plus one 
ordinary share of OAO Svyazinvcst for USS1 ,875,040,000, 
one of the largest asset sales in Russia to date. 
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RAO UNIFIED ENERGY SYSTEMS 1997 

Acted as co-arranger of a US$200,000,000 unsecured term 
bridge loan facility, one of the biggest unsecured credits 
ever made lo a Russian company. 
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AO V I M PEL- C O M M UN I C ATI ON S 1997 

Aclcd as joint global coordinator for a secondary 
offering of 3,803,800 American Depositary Shares of 
AO Vimpel-Communications by FG1 Wireless, LI D. 


I CP STUROVO 1997 

Advised the selling shareholders in one of the largest 
acquisitions into the pulp and paper sector in the Slovak 
Republic in a western multinational, AssiDoman. 
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freativity, knowledge and understanding. For centuries, these were the characteristics of Russia’s classic works. 
Today, we use these strengths to provide lasting value to our clients. The results are groundbreaking transactions such 
as the Vimpel-Communications IPO, the first modem-era Russian company listed on the New York Stock Exchange. 
For more information, call RCG’s co-heads of investment banking, Leonid Rozhetskin and Alan Apter at (7501) 258-7777. 
In the United States please contact RC Securities Inc, at (212) 451-9100. 
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RC Stcaril ia, lac., the US division of Renaissance Capital Gronp, is a member of the National Association of SecnrUies Dealers, Inc. 
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RECRUITMENT 


P'Qnldn. looks at long-term incentive plans 

filei^ards for the few 


. 4 report 1 ast week by 

- Incomes Data Ser- 
'•TT^vices.tbe- UK pay 

Jb-consriitants , not 
' 'dfijy confirmed the- growing' 
'■ mimb eap of chief executives 
^Jh fTSE lOO. companies with 
■ annual pay packages run- 
.. ritri g .Into millions ofpotmds, 
i^a^opointed fethe-mcreas- 
' mg- BMjtribotion of long-term 
incentive plans. • 

- cons ultants liked 16 
chief: ^executives ; with pay 
.packages topping £im. 

. acantljng to details gleaned 
£a; ; survey r of ; annual' 

- r^OTts '^ith year-end. dates . 
. Between June 30 1996 and' 

May-3; 1997. Of these, four 
company heads had 
/Jong^erin incentive pay- 
nj^E ^TOPsl alone worth 
mpre^tton EXra'each in addf- 
Bat'- to) tfceir basic salaries, 
anrinaV bonuses and cither 


^Doug-term tincentive plans 
^ehyiaagfei ; by' the 
Q^^hury.'.ifoimhittee oh 
easekdiv^ pay as a natural 
i&boessor, to share option 


schemes which had attracted 
: criticism' for their failure to 
link pay and performance in 
any effective maimer . and 
which, before their tax treat- 
ment was changed, had t*>« >n 
used as a form of tax- 
efficient perk for directors. 

The plans .were supposed 
to encourage better perfor- 
mance frpro directors while 
helping to align directors' 
Interests with those of the 
shareholders. Now they are 
being seen by critics as yet 
one more way of broadening 
the ' gap between what- is 
earned by top director and 
what is paid to thousands of 
ordinary employees. 

Sven pay experts concede 
that the plans have been par- 
ticularly generous. Vicky 
Wright, managing director of 
Hay Management Consul- 
tants In the UK, says that 
LTTPs have been the 
cause of increases in differ- 
. enttals for large company 
directors in the past few 
years. She also says the 
return obtainable from an 


LTIP is better than that from 
a share option scheme. 

“The scale of gains is 
increasing differentials quite 
dramatically. If you applied 
that to everyone else in a 
company you would be mul- 
tiplying your pay by a wide 
margin,” she said. 

But, as Ann Simpson, joint 
managing director of Pen- 
sions & Investment Research 
Consultants (Pirc). notes, 
there is scant evidence of 
boardrooms having any 
intention of applying their 
formulas for executive 
reward across the workforce. 
Tbe only big public company 
that has extended a non- 
contributory share option 
scheme to all employees in 
the UK is Asda, the super- 
market group. 

Ms Simpson says that one 
of the most worrying aspects 
of LTIPs is their lack of clar- 
ity. She says: “Last year we 
had a breakfast briefing for 
about 60 company executives 
and we mocked up an LTIP 
with a chief executive's sal- 


ary. We offered a bottle of 
champagne to anyone who 
could explain how it worked. 
At the end of the briefing 
not one of them could do it” 

It is not surprising, there- 
fore, to hear that Ms Simp- 
son does not know of one 
remuneration committee of a 
FTSE 100 company that is 
not taking advice from a pay 
consultancy. If it is tbe con- 
sultancies that devise these 
complex schemes, what, if 
anything, is being accom- 
plished by remuneration 
co mmi ttees whose job is sup- 
posed to be that of determin- 
ing executive pay? 

This lack of understanding 
of LTIPs also begs the ques- 
tion of whether they can 
really be considered an 
incentive. Most involve a 
notional allocation of shares. 
The proportion of the award 
that will vest is dependent 
upon the company’s perfor- 
mance against a pre-set tar- 
get at a given time. But the 
formula, which tracks the 
company against a com para - 


Pay packages for. millionaires . 

Pay levels and Increases of FTSE 100 chtef executives at 199&-97 


Company 


Year-end Baric Salary Benefits Annual bonus' Long-term' Total remun- 
. data " (Epa) (£pal ' (£) Incentive (£) oration (CpaJ 


British Sky Broadcasting Sam Chisholm -• 3Q/06O6 288,167 125,900 . 1,116,025 2.293,945 3,823,037 

EMI JfcnRWd 31/U3/07 2.147.200 358^00 1,277,000 L 985,500 5,768,000 

■ s i4«jgw* : ; 

' Glaxo Wellcome ' Sk Retard Sykes 31/12/96 ■ 8GO00Q 23,000 304,000 - _ 1,127,000 

Kingfisher Sir Geoffrey Mulcaby 01/92/97 640,000 21,000 325,000 219,000 1205.000 

Mwciay Asset . Hugh Stevenson ■ - - 31/03/97 - 225,000 5.000 750X100 600,000 1.580,000 

'r+T' lirn^TL \~?T' 1 '■ -r^>. ‘m?. #siu— ' flAaf A'iSitewi “fl# /uM '* i4-n rtlW V " !s J =£_ l - "* od/VTlriA* 


Kingfisher Sir Geoffrey Mulcaby Q1/B2/S7 640,000 21,000- 325,000 219,000 ' 1.205,000 

Mercixy Asset - Hugh Stevenson • - - 31/03/97 - 225,000 ,5£00- 750.000 600X300 1580,000 

Schraders Win Bischoff 31/12/96 175,000 '24,000 621,000 331,000 -1.151,000 

Standard Chartered Malcoim WBHamson . . 31/12/96 397000- 21000 392.000 223000 1033,000 

United News and MecHa Lord HoUck . - 31/12/96 376000 13,448 250,653 1,110012 1,750,813 
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tive group of companies - is 
such that the gain cannot 
easily be assessed daily. 

Little wonder, then, that 
some companies - notably 
Unilever, Marks and Spencer 
and GEC in the UK, have 
turned their backs on LTIPs 
in favour of what are known 
as “super options". These 
are share options paid in big 
multiples of annual salaries 
against certain criteria. 

Pirc believes that LTIPs 


should cover five-year cycles 
if they are to be considered 
in any way long-term. It also 
believes that executives 
should stomp up some of 
their own cash to demon- 
strate a downside risk and 
that the mechanisms for all 
plans should be transparent 
Such reforms, however, 
cannot wholly remove tbe 
fundamental divisiveness of 
these executive pay arrange- 
ments. A Pirc report notes: 


“It has not been questioned 
why [as in most cases] 
employees have to commit 
their own savings to pur- 
chase shares in their com- 
pany, whereas tbe directors 
are rarely required to make 
a capital commitment to par- 
ticipate in the executive 
share scheme." 

Some are beginning to 
wonder whether it would be 
more fitting if LTIPs were an 
acronym for Licence To 


Sauces JDS, UPRfcoBiiBny accounts 

Increase Pay substantially. 
“LTIPs were meant to 
be the cure for the 
disease of pay that wasn't 
warranted by performance,” 
says Ms Simpson. "The con- 
clusion is that the cure is 
worse than the disease." 

Incomes Data Services. 77 
Bastwick Street, London 
EC1V 3TT, tel 0171 250 3434 

richcrntdonkmiSifLcom 
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Market Risk Analyst 


Blue Chip UK Banking Group 

c.£50,b00 + Bonus 

Exciting opportunity to join an established team of specialists 
providing risk management to a diversified banking Group. 


London 


-THE COMPANY 

*<► Worldwide Banking Group, pardortarfy strong in UK. Europe 
v and North America with tool assets in excess of £50 billion. 
Diverse range of products and services inducfing Corporate 
'• Banking, Real Banking, Capital Markets. Treasury and Insurance. 
-♦ Outstanding Group Risk team with responsibility for credit, 
market and operational risk management strategy and 
- Implementation. 

; THE POSITION 

. ♦ Enhance existing methodologies, techniques and risk culture 
throughout this expand!^ Group. 

Work closely with business heads and Group Directors in 
this tfiverse, project driven role. 


QUALIFICATIONS 

♦ Graduate with' in-depth, understanding of Capital Markets 
and/or Treasury businesses with a minimum of three years' 
experience, ideally in a related field. 

♦ Thorough understanding of option pricing and trading/ 
hedging methodologies required. 

♦ Experience In fixed income risk management a plus point 
4b- Rigorous analytical approach. Ability to communicate orally 

and verbally at the very highest level. 

♦ Credible, independently minded with clear commercial 
judgement. Flexible approach and problem solving abilities are 
essential. 


Please send ft# cv, stating salary, ref FS7D402/R, to NBSt 21-25 Gariick Hill, London EC4Y 2AU 
Fax 0171 489 0698 Tel 0171 379 1070 


Aberdeen* Krffl k i dmin - Bristol • Cartgf ■ City EJnbuqft » Gbsgcw 


Leeds • London * Manchester * Ratten - Sough • Madrid * Paris 


NB Selection 


A BhB Resources pic company 




Financial Services 


LEADING MIDDLE 
EAST BANK 

- Excellent tax free compensation and expatriate benefits for both positions 

r- p 

BASED IN SAUDI ARABIA 

: Our client is one of the best capitalised and most secure banks in the Middle East region. It is at a 
•.point of major development. Currently in an expansionary phase, the bank requires highly- 
motivated and talented professionals to maintain its market-leading position. The bank is offering 
yon the opportunity to make a difference, to take on a real challenge and be well rewarded. 

The positions’ mentioned below demand innovative professionals who are motivated by a strong 
-work ethic. Educated to university level or equivalent you will be the type of individual who 
makes a genuine difference to any organisation, and who can share expertise by acting as a coach 

- and mentor to colleagues. 


CHIEF DEALER - FX 

The Position 

’■ Responsible for the management, control 
' and development of a team of dealers. 


Trade for the Bank's account and for 
customers. - 

.■Supervision and development of trainees. 


Report to the T reasiirer. 


Die Requirements 

■ Extensive knowledge of financial markets 

. in general and treasury products in foreign 

exchange markets in particular. 

■ Expertise in risk management, pricing, 

■ charting / technical analysis. 

■ Familiarity with operations and EX 
technology. 


■ Successful track record as a manager of FX 

dealers. 

Ref: 90380/Q 


Sun Kendertfine-Hair K/F Selection, 2pK* gmt Street, 
Lcridm WlK6HLqavting*PP rt, P ri4 ^ T ^ erence ' taarTi,w 


COMPLIANCE OFFICER 

The Position 

■ Ensure that the Bank adheres to local 
banking regulations and requirements for 
all investment products and services 
provided. 

■ Spearhead the development of a cohesive 
policy and procedures to guard against, 
deflect and combat money laundering. 

■ Develop the role in order to act as the focal 
point for ensuring adherence to regulations 
applicable to all cither areas of the bank. 

■ Foster an environment whereby the highest 
ethics and codes of conduct are adhered to, 
whilst serving the best interests of the client. 

The Requirements 

■ Highly experienced compliance 
professional with a comprehensive 
knowledge of both the securities and 
banking industries, 

■ Ability to operate and deliver in a position 
of authority and seniority, whilst meeting 
externally enforced deadlines. 

■ First-class communication skills and the 
credibility and confidence to work effectively 
with senior management and external 
regulators in a multinational environment. 

■ Understand the need for various codes of 
professional ethics and standards to protect 
the Bank's clients. 

Ref: 90380/S 


no later than 29 September 1997- Alternatively send by lax 
on 0171-312 3380 or bye-nail tokfs-ks*lori«tomfeny.cora 
Internet Home Page http: /AvwwJsfselettionxom 



K/F SELECTION 


A DIVISION OFKORN/FERRY INTERNATIONAL 


Fund Administration Manager 

Asset Management Business 

Competitive Package City 

Exciting opportunity for professional manager to establish and manage greenfield 
investment administration operation for established asset management business. 


THE COMPANY 

♦ Established financial services provider. US$50 billion under 
management worldwide. 

4b Currently undergoing rapid expansion in UK. 

♦ Rigorous and professional approach to all business activities. 
Committed ao highest standards. Quality driven. 

THE POSITION 

♦ New role. Responsible for establishing and managing 
Investment administration process for asset management 
business with clients in many financial centres. Provide 
accurate, relevant and timely information to diems, fund 
managers and regulators. 

♦ Implement sophisticated valuation systems and procedures 
to provide comprehensive service to new and existing 
diems and fund managers. 


♦ Maximise quality standards In all aspects of fund 
administration. 

QUALIFICATIONS 

♦ Minimum five years' experience in securities Industry. Strong 
understanding of operational issues relating to portfolio 
valuation, recondliadons and settlements. Including price 
feeds, corporate actions and regulatory requirements. 

♦ Numerate, logical, detail conscious. Driven by desire to 
deliver solutions. Professional qualification benefidaL 

♦ Excellent interpersonal and communication skills essential. 
Able to motivate and lead new team. Initiative and creativity. 
Goal orientated. 


Please send full cv, stating salary, ref PS709D4, to NBS, 21-26 Garfkfc HM, London EC4V 2AU 
Fax 0171 489 0698 Tel 0171 379 1070 


Aberdeen* Brmfc ^a m ■ Bristol ■ Carriff ■ City • Edtabuqft * Glasgow 


Leeds ■ London * Manchester • Radies • Slough * Madrid • Paris 


NB Selection 


A BNB Resources pic company 


NBS 


Financial Services 


ISO 9002 Registered 


Corporate and Retail Banking 

Manager, Asset and 
Liability Control 

Excellent banking package ZURICH 

Our client is one of the world's leading financial services institutions. It is organised along specific client 
groups and market lines of which the Corporate and Retail Banking Division is considered a market leader in 
Switzerland. The Treasury and Finance Department seeks an experienced Asset and Liability Controller. 


The Position 

■ Asset and Liability control, balance sheet and risk 
management, divisional planning and budgeting. 

■ Group-wide communication with respects to all 
aspects of Asset and Liability Management 

■ Compliance with risk management regulatory 
requirements. 

■ Application of derivative products in Asset and 
Liability Management 

■ Design and implementation of MI5, based on 
market-interest rate methodology. 

■ Management of a team of ten specialists. 


Please send your CV with current salary details to: 
Kristina Rippstein. K/F Selection, CF MeyerStasse 14, 
CK-8002 Zurich, quoting ref. 63321/01. 


The Requirements 

■ Graduate with several years' experience in a 
similar or related function. 

■ Thorough knowledge of bank balance sheet 
management. 

■ Analytical and modelling skills. 

■ Strong understanding of ftnartdaJ markets. 

■ Communicative and proactive personality. 

■ Team-orientated and persuasive. 

■ International and market-orientated mlnd-seL 

■ Fluent English and German. French language 
skills would be advantageous. 


Alternatively send by fax an (41) 1 289 6069 
or by e-ma3 to kfs-zurltfrekCT nf erry.com 
Internet Hone Page httptifivwwJcfselecticnucom 



A DIVISION OF KORN/FERRY INTERNATIONAL 


Top Ranked US Institution 

Sales Director 

UK & Continental Europe 

Outstanding compensation package Based in LONDON or DUBLIN 

Our client is a top ranked provider of securities processing services and fund administration in tbe US, with an 
enviable reputation for quality of service. Over the last two years it has seen very strong growth in its offshore 
operations in Toronto and Dublin. In order to continue tire development of the business based in Dublin, it now 
needs to hire a senior level sales professional who can make a significant contribution to the company's growth. 


The Position 

■ Sell the full range of the Bank's services across 
tiw (JK and Continental Europe. 

■ Differentiate the Bank against its competition. 

■ Establish regular contact with all key decision 
making executives within the agreed ter rito ry. 

■ Assist other members of the Bank in achieving 
die Bank's objectives. 


Please send your CV with current salary details to: 
Mr Metin Mitchell, K/F Selection, 252 Regent Street, 
London W1R 6HL quoting ref: 90396AM. 


The Requirements 

■ Outstanding track record in selling big ticket 
complex Items or solutions to financial 
institutions is preferable. However, those with a 
financial background and familiarity with the 
product areas would also be considered. 

■ Consultative selling style. 

■ Excellent communication skills: presentational, 
verbal and written. 

■ Inventiveness, sales savvy, creativeness and 

vision. 


Alternatively send by fax cm 0171-312 3360 
^ or by e-mail io kf^london^tomfeny-cotn 
r Internet Home Page http^/www Jcfeelectimumm 


K/F SELECTION 













FIN ANCIAJL TIMES 


FRiDAV SEPTEMBER 19 1997 


Focused on 
a world of 
opportunities in 
Global Finance 


Assistant Manager 

Credit and Account 
Relationship 

Salary negotiable 
Up to £35,000 


Assistant Manager/ 
Manager 
Leasing Credit 

Salary negotiable 
Up to £35,000 


For further information, 
contact Lorraine LitUe 
on +44 (0)171 9561563 
or writs enclosing an 
up to date CV to 
20 Fenchurch Street. 
London EC3P3DB 


Dresdner Kteinwort Benson is a major force In global 
investment banking. Our unique combination of skills and 
resources is strategically focused to add value for clients 
around the world. As a result, we have been a leader in some 
of the largest and most innovative financial transactions. In a 
changing world, we have a clear vision of where we want to be 
and we have the strength and commitment to get there. 

Global Finance is a crucial part of our success acting as both 
adviser and principal in arranging and managing the 
provision of finance. For the right individuals who; like us, 
are focused on excellence, the way ahead will create a 
world of opportunities. 


Reporting to the head of the Credit and Account Relationship team, 
you will be responsible for liaising with management in the analysis, 
preparation and presentation of credit proposals as well as working with 
clients and external advisers in the monitoring and management of the 
loan portfolio. 

• Good degree, probably with completion of a relevant graduate 
trainee scheme 

• Investment banking expeifence/formaJ credit training 

• Familiarity with banking law, preferably SFA registered 

• Computer literate (Word/Excel), ideally with modelling experience 

• An excellent communicator and proactive self-starter 

• Ability to manage pressure 

• strong conceptual and analytical capabilities 


As part of a specialist team that provides a top quality, responsive credit 
service tor our very successful IT and vehicle leasing businesses, you 
will work closely with origination and transaction staff in structuring and 
producing excellent credit proposals. The majority of your tocos will be 
internal but there will be occasional client and new business 
involvement as well as the opportunity to prepare market/industry 
analysis and policy papers. 

• Good degree, probably in a business related subject or ACIB 

• Investment banking/leasing experience, ideally with formal credit 
training 

• Knowledge of banking law and accounting procedures 

« Computer (iterate (Excel), ideally with modelling experience 

• Good communicator with desire to get on and grow with the business 

• Ability to manage pressure and act as self-starter 

• Strong conceptual and analytical capabilities 


o Dresdner Kleinwort Benson 
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STANDARD 


SPOOR’S 

Fund Research 

RESEARCHER/ANALYST 


City of London . — 

Standard ft Ftiortt Fuad Research ia tha nmrkgt leader in providing detailed analysia of PK & iotOTno n «Hnn we are 
research is relied upon by prafesauBul investors and advuore both here and abroad. As a Tesntt ot 00 
inviting applications Sot the position of Reaeardwz/Aoalyst. and 0 f 

Our approach places emphasis on qualitative n ss a a mw i rt through in-depth interviews with ft“ d 

management groups. The role involves cond acting these interviews and gubeequentty producing ° etaii ^ ' . ^ writing 

Yen moat have a thorough, practical understanding of investment laftnagBPifint together with atA>ng:roa^ _ ^ . of the 

skills. Self discipline, diplomacy and finely honed decision-making akflla are also 'vital once you will o® contribution. You 

world's best investment practitioners. \bu must be able to work effectively in a team whilst providing your ^ egsafv to j^ e 
wiD be educated to degree level or have tire equivalent professional qualifications as w»D as the maturity n 
respect of fund managers. 

For this pootion we offer an attractive remuneration package that wiD folly reflect your skills and experience- ^ ^ 

This is a unique opportunity to apply your investment knowledge and analytical skills on the world stage- If HJT222. 
right person for ns, please apply with your CV bo our advising consultants McGregor Boyall Associates, quoting 

Poet; 114 Middiem Street. London El 7JH 

fff gMMlMM Teiephone/Fax: OI71 247 7444/0171 247 7475 

^^^ ^aSsaSBSaS email: ibl&ncgregor-boyalLcfVuk 

mm mmmmmmim w uum m world Wide Wete 

Also on Re nte rs and Bloomberg 


Standard & Poor's 


Exciting opportunities for European Equities Traders 

Flemings is an investment bank with a network of offices in 41 countries around the world. 

The banks core businesses are asset management, investment banking and securities broking 
and research. 

Our securities operation provides independent research on more than 3,200 stocks with an 
emphasis on global coverage, sectoral specialisation and emerging markets. Flemings has 
one of the largest global research and distribution capabilities of any of the world s investment 
banks. 

As a result of the expansion of our successful European equities trading desk in London, we 
are now recruiting four traders to join our highly-experienced team. The desk trades a wide 
range of stocks in markets as diverse as France, Germany, Russia and the Middle East. 
Reporting to the head of trading, successful candidates will, possess the following attributes: 

► at least two years' experience as a trader 

► a high level of numeracy 

► the ability to trade accurately in highly-pressurised situations 

This is an exciting opportunity for traders looking to further develop their careers. 

To apply for one of the four vacancies, write by 10th October, to Sasha Sewell- Knight in our 
Personnel Department, enclosing your CV and details of your current remuneration.. 

Robert Fleming & Co. Limited, 25 Copihall Avenue, London EC2R 7DR 


A reputed company in the United Arab Emirates is looking 
- for a dynamic and nesuteoriented 

GENERAL MANAGER 

Based in Dubai, with an attractive package 

The company is a leading distributor tor premium international 
brands of photographic equipment optical, electronic and security 
equipment as well as presentation aids. 

The incumbent should be a thorough professional with at least 5 years' 
experience in a similar position. He will be required to develop new 
franchises and expand the company^ roster of brands, especially to 
include fT applications and Hardware. Knowledge of the International 
IT and Netware industry and its ever changing market trends is essen- 
tial. Fully conversant with administration, budgeting and finance, he 
should be at home with mufti-product strategy planning. He will lead 
from the front a well-motivated sales and marketing team. A flair for 
innovation in decision-making will form an integral part of his job 
description. 

The package wifi include annual airfare for the family, medical 
insurance cover, furnished accomodation, company maintained car, 
etc.. Previous experience in the Gulf markets would be considered 
an asset. 

Please apply wttfi a recent passport size photograph to 

GM/JV 

P-O. Box 28748, Dubai, LKAE 





' Chief Investment Officer 

Asset Management 

Johannesburg/Cape Town To £200K + E 


Our client is a leading South African and international 
financial services group with a multi-billion, dollar 
portfolio, comprising both retail and institutional 
funds. The company offers a comprehensive range of 
products and services, with pension fund management 
the core business. The investment philosophy is value 
based, placing as much emphasis on risk as it does 
on return. 

A high calibre Chief Investment Officer is now 
required to spearhead ambitious plans for growth. The 
immediate priority will be to further develop the 
investment philosophy and refine the investment 
process in line with global best practice. Development 
and management of a high calibre, 
successful team will be key. Consistent lftr^~TT7 
upper quartiie performance is the I luT I tv 
overall aim. y 


GK1§ 


To £200K + Bonus 

Candidates must have substantial relevant experience 
at a senior level in fund management, spanning equities, 
gilts and other investment products. A proven track 
record of superior investment performance is essential. 
The appointed candidate will have strong leadership 
and team building skills, as well as being ambitious, 
driving and intellectually able. 

This is an exceptional opportunity to grow an already 
substantial business in an environment offering 
excellent quality of life. The comprehensive 
remuneration package is highly negotiable for the right 
candidate and win include full relocation expenses. 
Please send a full CV in confidence to GKRS at the 
- address below, quoting reference 
pjyi vj number 769J on both letter and 

Lti J envelope, and including details of 

current remuneration. 


SEARCH & SELECTION 

86 JERMYN STREET. LONDON SW1Y 6JD. TEL: 0171 468 3800 
A gkk Group Company 




EXCHANGE 

Consulting Group 

SEARCH AND SELECTION 


Compliance 


Our client is a major player in the unit trust industry; the compliance function 
is highly regarded, internally and externally, and provides a first-class 
business service to the various departments within the organisation. 

We are looking to recruit to the No. 2 position and whilst, by necessity, 
requiring good technical knowledge there are unparalleled opportunities to 
acquire further skills and experience with high levels of autonomy on offer. 

Idea! candidates will be qualified lawyers with al least eighteen months’ pqe 
and a good knowledge of Unit Trusts/P EPs; the experience may have been 
gained from a variety of backgrounds such as a market participant, or 
advising or indeed regulating a participant The emphasis is on project based 
work and an ability (and willingness) to team as well as the ability to relate 
to different people at all levels is crucial. 

The salary/benefits package is flexible enough to appeal to top quality 
candidates. 

Please forward full career details, including current salary, to Mafcolm Lawson, 
Exchange Consulting Group, 13 SL Swiftin'* Lane, London EC4N ML. Fax 
0171 929 2805. Our strictly held ethic is that no CV is forwarded to the client 
without the express permission of the candidate. 
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Corporate Finance - Practice Leader 


• ' MaQnsey’a Corporate Finance Practice is dedicated to helping clients create value Jbr 
shareh olders. Members of the Practice work with clients on mergas and acquisitions, corporate 
saa tegy^and restmeutring, valuation , risk man agement and management of corporate planning 
and perfbnnancc measurement proc e sse s. Clients arc typically the largest and mast prestigious 
'■ corporations in Europe. The Practice draws on some 200 consultants ftom arotmd Europe and 
includes a smaller group of specialised consultants. 


THE ROLE 

■ Leading di«n engagements and clientele 
-development efforts. 

■ Continuing to. build MeKInsey's knowledge 
'. and - reputation in Corporate Finance in 

. Europe. 

■_ Managing. _the : Practice's infrastructure, 

• ; .-iircludiiig. recruiting, coaching and- developing 
O' • ■ specialised - - consultants. " Broadening and 
energising _the infernal network ofaJEJiated 
. professionals. ■ 1 


THE QUALIFICATIONS 

■ Outstanding finance professional with proven 
record or achievement, probably now in a 
top- tier investment bank, management 
consultancy or business school. 

■ Superior analytical and problem-solving skills 
in applying economic reasoning to business 
strategy issues. Profound understanding of 
and enthusiasm for Finance theory and its 
practical application. 

■ Stature, poise and persuasiveness to work 
with executives at the most senior levels. 


- Leeds 0113 230 7774 
. London 0171 298 3333 
Hougiester 0161 499 1700 ' 
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■I Director of Business Development 
| and S trategy 


' Dtoew Qph OK Is a wholly owned sabsidiaiy ofCJtlbank and a major competitor in the UK Travel & Entertainment 
charge card market - nerving both corporates and iadhfidoal caxtomers. The business lx uipptHtcd by superior 
services, segment knowledge and technology and It has a portfolio ef high potential products including the needy 
{attached co-bmnded British Airways card, under the leadership of a newly appointed President, Diners Club will 
cap/tallse on Its pmrninenC global brand by launching an aggress i ve growth suacegy aimed at major penetration of 

uaaqtkMed markets. 


THE ROLE 

■ Responsible lo the President for developing a tong-term 
strategy and business development programme to 
support Diners Club UK Developing in pannersiupwlih line 
managers a progressive strategic planning process. 

■ Identifying new product and market opportunities and 
implementing initiatives and programmes to increase 
customer satisfaction, market share, revenue and profit. 
Analysing competitive and market behaviours and 
identifying relevant trends. 

■ Develop and direct a process from research to launch 
which will enable Diners Club to test, implement and 
exploit innovative, market -leading products and services 
across the UK and Europe. Recruiting and managing a 
small Leom. 


E QUALIFICATIONS 

Graduate or MBA with superior Intellect and. a 
distinguished record of developing innovative hit 
practical strategic solutions. Probably now in a top- flight 
strategic consultancy financial services Institution or a 
similar role in a major international group. Financial 
services experience useflii. 

Successful . record of developing business In 
sophisticated, growth service marketa Disciplined 
analyst and planner with commercial instincts and first- 
class communication and influencing skills. Able to 
establish and manage effective relationships at all levels. 

Natural leader and team manager who Is lough-minded and 
resident. Musi Show stature, maturity confidence, 
creativity and commitment to spearhead this major 
programme. 


Leeds 01 13 230 7774 
London 0171 298 3333 
Manchester 0161 499 1700 
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CHASE 

Compliance Officers 


CITY - EXCELLENT 


>?■?... .ChBM Manhattan, the global U.S. Commercial and 

f/ivestmerit Banking Group has assets fn excess of $340 
-*■[ . bllflon and operations in 52_ countries around the world. 

1 Phr-emlnent in the FX, fixed Income end debt markets 
; "they are. experiencing outstanding growth due is their . 
commitment to dient relationships end to the dedication 
of their 05,000 -employees. This growth in business has led 
-!to two opportunities arising In their EAME Compliance 
7 - .department. 

r ';-' - Compfianctt Manager - Corporate fi nan ce 
' • - The key responsibility will be to manage the compliance 
•_ environment for the Corporate R nance, Structu red 
finance, Syndications and Asset Sales. This will Include: 


e ensuring compliance in all material respects with 
relevant regulations 

e advising on the effects of new regulations, new products 
and new activities 

• working with the businesses on transaction related 
regulatory concerns. 

Compliance Manager - Fund Management 

Reporting to the Fund Management Compliance Officer, 
the role will involve undertaking the following 
responsibilities: 

e day to day monitoring and regular IMRO compliance 
reviews of the Chase Asset Management business in 
London. 


• ensuring compliance in all material respects with, 
relevant regulations, including new regulations 

• advising Chase Vista Mutual Funds over the relevant 
marketing rules, regulations and restrictions within the 
region 

• providing Money Laundering training to all units of the 
Chase Manhattan Bank within the U.K. 

Suitable candidates will have a good working knowledge 
of the banking/asset management environment and will 
possess the following skilla/experiences: 

• educated to degree level, possibly with an accounting or 
. legal qualification 

m a good working knowledge of the FSA and related rules 


and regulations of IMRO and the SFA 

• an attention to detail and quality awareness, combined 
with strong organisational and planning skills 

• excellent communication skills. 

If you era interested in these excellent opportunities and 
feel that you have the necessary skills to offer the 
organisation, you should contact Philip Cardona, on tel: 
0171 379 3333 or lax: 0171 915 8714 for an initial 
discussion, or send a detailed Curriculum Vitae stating 
current remuneration to Robert Watters Associates. 

10 Bedford Street, London WC2E 9HE. 

E-mail: ph£pcardona@robertwslter&com 


CHASE : Tbe right relationship is everything 


CORPORATE FINANCE MANAGER 


OUTSTANDING OPPORTUNITY TO JOIN CORPORATE FINANCE TEAM 


LONDON 


• Billiton pic is a leading international 
mining and metals group. Itssbares were 
listed in London in July of this year, with a 
market capitalisation in excess of £5 billion. 

• Following a successful flotation, Billiton’s 
ambitious plans for growth bare created die 
need for a corporate finance m anager to join 
Ibe corporate finance team who will gain 
early exposure to global business transactions 
and projects. 

• As a key member of this dynamic team 
task s will include flpanriai, strategic analysis 
and valuations supporting the team's work 
on business deals- - 


c. £40-50,000 + BENEFITS 


• Mid to late 20s with first class academic 
background and prior investment or 
acquisition experience gained in a blue chip 
investment bank or multinational company 

• This role demands a highly commercial 
approach, wefl-honed analytical and financial 
modelling skiOs and an international outlook. 

• Candidates should have the intellect and 
pace to be effective in a dynamic 
environment. The flexibility to be seconded 
to project sites around the wodd is a 
requirement and Spanish and/or Portuguese 
speaking ability is an advantage. 


Please apply In w riti n g quoting icfruru rr 1487 
with full career ml aalny derails ux 
Hobs Mabuwakl 
W hi tehead Sri nito fl 
JI Hm Sura, JLoodonWIX 888 . 

Tfcfc 0172 2 90 2043 
hQpV/wwwgbacuaia/wltiKbcad 


A dfrtataa td Wttchcad Mam Uri. 
iVtMMNnGmpIlCcmw 


LesEchos 


The FT can help you 
reach additional 
business readers in 
France. Our link with 
die French business 
newspaper, Les Echos, 
gives yon a unique 
recruitment advertising 
opportunity to 
capitalise on the FTs 
European readership 
and to further target the 
French business world. 

Far information on 
rates and further details 
please telephone: 
Toby Frnden -Crofts on 
+44 171 873 4027 


[NEUMANN 


K - Internal Auditor Europe 

. Dur- client is a global manufacturing company with substantial 
--operations in Europe. Worldwide die company manufacturers and 
- conducts research and development at twelve. sites ontw;o. 
- . continents. ^ 

The Position: 

The main objectives are to create the internal audit functions with 
/emphasis on operating audits (methods, policies, procedures). The 
y; frternal Aiirijmr win be responsible for all European operations. 

. -Farther objectives are 

to design and execute the audit plan and programme 
_- to train entry level audit staff at a later time 

Person: 

- , a minimum of three year’s internal audit experience in a 

multinational company 

- experience from a manufacturing environment 
• excellent analytical an communicative slcflis 

_ . comfortable working with management information systems 
.-- 'excellent language. drills: fluent English, good Italian, French 
and/or German helpful. 

This position represents a key appointment in our client's European 
operations. Your experience and expertise will be awarded with an 
. attractive remuneration package. 

The location in Europe is lobe discussed. 

For further information please contact Neumann- Management 
■- Seleetioa, Mrs- Hedda Hanke quoting ref. 6610. 

. Neumann Management Selection GmbH C ecilieiiallee 5? JHW74 
v. possddorf (Germany) Telephone +49/211 f 45*89-55 


A Division of H. Neumann International 


Ldim\ dc gardner training 

a division of euromoney 

a division of euromoney 

DC Gardner Training is at the forefront of international training world- 
wide with offices in London, New York and Singapore. The firm has an 
impressive client base, including several hundred of -the world's top 
banks and financial services firms. 

Following a period of unprecedented growth in the business, DC Gardner 
Training is seeking a number of consultant trainers to join its team. 
Candidates will need to be- able to train some of the following 
topics/areas: 

■ investment famlring • trade finance 

- fixed income products * credit analysis 

* private hanking ■ corporate finance 

. * portfolio management * retail banking 

* equity analysis . • cash management 

■ treasury products * derivative products 

We would especially welcome applications from candidates who possess 
some of tbe following attributes. 

■ previous banking -or finance sector experience 

■ previous training experience 

* an MBA, CFA or other formal qualifications 

■ good presentation skills 

* previous financial services consultancy experience 

* recent academic finance experience 

In addition, DC Gardner Training offers a competitive remuneration 
package and an exciting team atmosphere. The positions are ideal for 
individuals looking for work in a vibrant, challenging and entrepreneurial 
environment. Candidates for the position could ultimately work in any of 
the company’s offices. 

For further details reply in writing only with a CV to Adrian Cox, 
DC Gardner Training, Nestor House, Playhouse Yard, 

London EC4V5EX * 


Geneva - Zurich - Luxembourg - London 
Montreal - Nassau - Singapore - Tokyo - Hong Kong 


PICTET &C ffi 

BANKERS 

Are looking to recruit for their subsidiary in Luxembourg 


A LAWYER 

We are looking for someone with the following 

- 2 to 3 years professional experience in banking and expertise 
in investment funds would be a distinct advantage 

- Oral and written fluency in English and French (and, if possible, 
German as well) 

- Age 25 to 35 

- Dual nationality - Swiss and of any EU Member State 

We can offer that person: 

- Varied and challenging work 

- Attractive pay conditions 

- Outstanding pension and benefits package 

Your hand-written application, marked “Private and Confidential” 
and addressed to the Head of Personnel, should be sent, together 
with a CV, copies of relevant certificates and a. recent photograph, 
to Messrs Pictet & Cie, P.O. Box 5130, CH 1211 Geneva 11. 



COMPETITIVE SALARY 


a press officer^ 



A major international 
company (one of tbe 
top 40 on tbe Paris 
Bourse), present in 
SO countries and 
specializing m banking 
and financial services* 
seeks an international 
media-relations officer 
for its press-office team 
based in Paris. 


De formation superieure. vous Stes de Langue mater- 
nelle anglaise et vous avez des notions de franca is. 
Aujounf hui. vous souhaitez assoder voire culture 
6conomique a voire goOt pour le monde de la presse. 
de 1 ‘entreprise et de la finance dans un environnement 
entierement li6 a I’actualite gconomfque mon diale. 
Votre mission consistera & devetopper la presents de 
noire soti£te dans (a presse economique Internationale 
et notamment britannique. 

Candidates should possess excellent writing skills, 
cfisplay sound judgement self confidence and a sense 
of team work. 

If you think you have the quaQties to succeed in this 
challenging envkomnent please send a CV and covering 
tetter quoting reference 934 on the envelop ta Commurequi. 
50/54 rue de 5%. 92513 Boutegne-BtUancourt France. 

















IV 


Attractive TAX FREE Salary, Bonus, 
Housing and many other benefits. 


CAREER OPPORTUNITY IN KUWAIT 


Alghanim Industries, a leading and dynamic Kuwaiti conglomerate, 
with significant global interests. Is seeking a talented professional to fill 

the position of: 


Reporting to the Executive Vice President and Chief Financial Officer, 
you will be responsible for directing and coordinating the various 
activities of the financial control function of the Group's 20+ businesses 
In trading, manufacturing, contracting and services areas. You will be 
responsible for the development and implementation of relevant 
policies and procedures to ensure effective internal controls and 
proper financial accounting that would meet statutory and Internal 
requirements. You wni also provide effective management information 
to Corporate Management, ensure Improvement in working capital 
management and cost efficiency, and participate in business 
strategies. A proven successful track record in these areas is a must, in 
addition to being an effective communicator; you win have the ability 
to work in a mufti-product, multi-business environment, adapt to a 
multi-national Middle East environment and handle multiple 
assignments. 


You must be capable of promotion to the Chief Financial Officer 
position. Therefore, experience in treasury management, investment 
analysis and balance sheet management is required. 


You will be a C.P.A. or C.A. or Cost and Management Accountant, 
preferably complimented with MBA (Finance), highly conversant in 
computer systems, applications and utilization, 40 to 45 years old with 
at least 15 years post qualification relevant experience In financial 

management. 


H you match the requirements for this challenging position, please fax 
your detailed CV, In strict confidence to: 


Director of Human Resources. 
Fax No. (965) 4847244 - 4846819 
E-mail suhail@aighanim.com 


Alghanim A 
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Baring Private Equity Partners Limited 
Managers and Associates 
Central European Private Equity Team 


Baring Private Equity Partners (BPEP), a part of 
ING Asset Management within the ING Group, is a 
leading private equity and venture capital 
investment company writh assets in excess of US$1 
billion invested on a truly global basis throughout 
Europe, the Americas and Asia. As the next step In 
its expansion, BPEP Is seeking to recruit several 
Managers and Associates to join its newly created 
Central European private equity team. 

Initially based in London, these positions after an 
outstanding opportunity lor the successful 
candidates to become involved In private equity 
investments In this challenging and rapidly growing 
.region. 

Managers, with at least five years of professional 
experience, will be responsible for assisting 
Partners in developing and executing equity 
investments. Including due diligence, valuation, 
negotiation and legal documentation. Portfolio 


supervision and exits will in time be of major 
Importance. 

Associates, with a minimum of two years of 
professional experience, will support the 
investment and portfolio management activities. 
ResponsibIBtfes will include due diligence, financial 
modefflng and company analysis. 


Successful candidates will be dedicated team- 
workers, Will have a strong educational background 
and work experience in private equity, Investment 
banking, industry or strategy consulting with a 
leading firm. Outstanding financial and quantitative 
analytical skills and a pragmatic approach to 
business are essential. Excellent written and oral 
communication skills in English are a prerequisite. 
Prior professional experience In the region and 
fluency in a Central European language is 
desirable. 


To apply, please send your curriculum vitae to David S Huckfiakl, Senior Partner, Operations at 33 Cavendeh 
Square, London W1 M OBQ 


Member of ING GROUP 


SODEXHO, a French international group (turnover 27 trillion francs, 
workfor ce 140,000) is a world leader in the area of catering for 
compa n ies (food and services). Our * Remote rite management" 
business has a turnover at 1.2 billion francs worldwide and a 
workforc e of 12,000. We are seeking for 




Your mission will indude the management of a profit centre made up of several decentralised 
operational units. You wifl manage and lead the operational teams and will extend and develop 
contracts you have been assigned. With your colleagues, you will meet the needs of your 
clients with innovoting and appropriate solutions. Success in this post {client satisfaction, develop- 
ment of the profit centre and management of operotionna! teams] will provide good 
opportunities for advancement within our organisation. 

You have acquired good experience in services or pubfic works environments through practical trai- 
ning. Autonomous by nature, you ore service oriented and have a sense of organisation as well as 
an aptitude for team management. You want to invest in the job, become responsible for an expan- 
ding business in a post with good promotion prospects and working abroad is attractive to you. 
You are 28 to 35, fluent m English, written and spoken, with a good working knowledge of French. 
Posts awriable m various countries m West Africa. 

please send your candidature | CV, loiter of motivation and required salary] with ref. S/FT to 
SODEXHO, DRH Gestibn de Bases Vie, BP 1 00, F - 78B83 StOuentin-Welmes codex. 


*** 


Sodexho 


SMUUre on monk de dtt&accs 


Paribas 


FINANCIAL TIMES FRIDAY 


SEPTEMBER 


19 1997 


A key role in International 
Asset Management 

HEAD OF PORTFOLIO CONTROL 



Excellent Salary &. Benefits 


Part of the ING Group, Baring Asset Management ddivrn a comprehensive range of 
investment m a n age m ent services to an international client base with investment teams 
located in London, Boston, Hong Kong and Tokyo. An outstanding opportunity 
currently exists for a graduate, ideally with previous experience in asset management, 
to join the company 


The main function of your role will be to support the Strategic Asset Allocation PbUcy 
Group and fbnfoHo Managers by preparing mid updating policy sheets, ensuring -that 
investment instructions are issued to investment teams in all locations and monitoring 
their activities. Managing a team of ten people, your responsibilities will indude 
portfolio rebalancing, systems implementation, procedural documentation anti staff 
training. 


Tou are likely to be a Chartered Accountant with around 2-3 years' asset management' 
operations experience with a good understanding of stock markets. Ideally having held 
a management position, you will have experience of making oral and written 
presentations to senior management; good fT skills and experience of ma nagin g 
change. Diplomatic and tactful, you will have a service-oriented approach arid be 
capable of producing detailed and accurate results under .pressure. 

In addition to a competitive salary and benefits, the position offers an etcellent 
opportunity for career advancement. 


lb apply, please write with your GVJ in the first instance, ux Julia Garrick, 
Recruitment Co-oidnuoon; Rada Recruitment Communications Ltd, 19 5 Huston Road, 
London NW1 2BN. Closing date; Friday 10th October .1997. 



Baring Asset 
Management 


Attractive TAX FREE Salary, Bonus, 
Housing and many other t?enefits. 


CAREER OPPORTUNITY IN KUWAIT 


Alghanim Industries, a leading and dynamic Kuwaiti conglomerate, with 
portfolios of Industrial and trading Interests which Include Automotive 
Distribution, HectrorUcs and Office Equipment. Engineering, 
Transportation and Travel, Insurance and Advertising is seeking a 
. talented professional to till the position of 


Reporting to the Executive Vice President and Chief Financial Officer, 
you will establish short and long term financing strategies for the group, 
negotiate, secure and manage the required finances with local and 
International banks, and other financial Institutions. You will also 
coordinate the Treasury requirements of all the groups, dMsions-and - - 
subsidiaries, provide advlce fo executive management on funding 
Investments and loans and ensure the appropriate handling of FX, assess 
the risk and exposure to FX and money markets, and develop strong and 
efficient management reporting systems. 


You must be capable of promotion to the Chief Financial Officer 
position, therefore, experience in financial control/accounting and 

credit is required. 


You will be a University graduate preferably with a Masters degree, with 
no less than 12 years experience In treasury management/accounting. 

You will have recent senior level experience In Corporate Treasury 
preferably In the Middle Eastr A strong "hands-on* operator, effective 
communicator and a shrewd business manager, you win understand the 
needs of a complex multi-faceted organization, and have plenty of 
commercial acumen In dealing with Middle East banks and financial 

institutions. 


If you match the requirements for this challenging position, please fax or 
. e-man your detailed CV, instrfet confidence to: 


Director of Human Resources. 
Fax No. (965) 4847244/4846819 
E-mail suholi@alghanim.com 


Alghanim A 
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EQUITY MARKET JOURNALIST II \\ hEAD OF MARKETING FOR AFRICA 


World lender b> fijmacteUtoOBoaic Demand analysis needs 
an exceptional vfriter to joto Ha new media cfl vision. The ideal 
GsmSdate murid bares 


• Minimum 1-2 years' experience in financial market | 
journal nm. preferably some on- fine. 

• A sound knowledge of E w rop o m equity markets and tbe 
atrifity to build contacts. 

• Superb written English and die ability to tailor market ! 
jargon to a retail audience. 

Foreign Ianguage/iatemet skills * boms. j 

Originality Mriv o ■ m ust. 


CVan 250-woni corering letter Ixforr Sepf Z6 to: 
SSttam COflo*,IOKA,39<SmshHoltorm, 
L0HdouWCIV7JH.DK 
TtffFax: + 44171430 3SW2777 


I S trail UK Bank saarcfflng for a senior banker with extensive 
experience In Africa, parifentsriy Aflgeria. Must possess fn-deptti 
knowledge of general banking and trade finance. Win ta required 
to travel 

Salary commensurate iritft experience, usual banking benefits 

i 

Send ftsO CV. to: Mr A. McIntyre 

Re! Marketing AppOcaflon (Africa) 

. Ernst & Vbtajg j 

7 ftofls Bu&flno 
Fetter Latas 
London EC4A1NH 


The envelopes will be forwarded unopened to trie effert. 


UK INSTITUTIONAL MARKETER 

PARIBAS ASSET MANAGEMENT 


Attractive Salasy+Bonns Package 


West End, London 


Paribas is a leading international investment bank which operates on a global basis in 60 countries. Paribas 
Asset Management, a division of Paribas, is a large-scale and highly international investment management 
organisation with over US$50 billion of funds under management It has investment: operations in London, 
Paris, Singapore and Hong Kong. 

As part of the strategy for building on its strong base of international business, Paribas Asser Management seeks 
a talented individual to drive the institutional marketing effort in the UK and Ireland. The appointee will be 
London based and will develop new business in pension and non-pension markets. He or she will also be 
responsible for managing consultant relationships and will provide comprehensive clienr servicing. The 
appointee will identify and build on business opportunities in an autonomous way, ensuring that the 
considerable internal resources available are used Creatively to support marketing in this region. He or she will 
be expected to play an active part in the firm’s future growth. 

The ideal candidate will have approximately 3-5 years' experience of institutional marketing in the UK, and 
will have existing consultant relationships. He or she must have a solid technical investment background and a 
sound understanding of specialist and balanced products. To succeed, the appointee should be highly 
commercial, with a strong track record of successful achievement in a competitor business. We provide a 
challenging, stimulating and rewarding environment for individuals who are energetic, highly motivated, 
ambitious and credible. The successful candidate will have these characteristics and will be an able 
communicator, a native English speaker and will be eager to work in a multi-cultural environment. 

Please reply in writing, giving details of career and current remuneration, to reference UK IM/23, 

Miller Leake Advertising, 50 Harvey Road, Farn borough, Hampshire GUM 9TW. All applications will be 
forwarded to the consultant responsible for this assignment. 


Notre Entraprise. (Bate (fun Group® Amdrfealn, a acquis line oomptitsnee 
toconparabte dans la conception, la fa bric ati on at 1a rnmmwrlniinUtiii da 
mobUler hoapttaOer (Hftpttai. Maiaon da Ratratte at hospHaHsotion ft 
dCKn t efl ?-:->- ,u *. fcuteuil*, baignoire*, apparefts de contort 

ratpama*. OBSonee aux peraomas aysnt besoin (fune assistance dVH teur 
vtaqueakfianne. 

None Prtadenr Dtrecssur General recherche son Dtrecteur financier, 

Vbus antmaz voire dqufpe ei «vbz an charge - 
- la compcatffirt gan&atatanalytique (reporting, bflan,...), 


■ la fr&soraria at la crtrtt cflant, 

• la pays, les aspects lAgaux, sociaux at flseaux. 

a fre nln t UluH ww a 4 tel /UuAlfWMAtMnl d. — 


t DECF / DESCF), vouc 


tfmrnanona) at jtesjariahEroertt. rampu * la pratique das norma* analo- 


ferara amortlt a! 

Patfa&a maftrtoe du Framjeta at de TAngMs. 

RAmunfration attractive. 


JS12 d S^i V ^l £ ^? 8Stef ., (CV «* Retentions) sous ta ‘ 


2, roe Louie David -751 is Paris 

B, roe Duquesne- 69006 LYON 
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ROMANIAN CORPORATE 
FINANCE TRAINEE 


„,i- .M+k* a nadwe Renaoteo 

initially for » P®** 1 ** M OD applicant’s 
taco 


7BeajCC£3snuapp‘”~" 

r „ eradnaK dep«= fa*® * “P 

‘ SSSpctoil’U 10 bos “'“ 1 

cnclym 

: 

Ronumian and English at all iCTds. 

Tta is b«<l ta W ** “ ta, "“ 

&nvd to Romania. 

Box A522& Ftxaonol rones* 

Ob* Somtom* Bridge, Londoa SEI 9HL 


EUROPEAN MFVltfttvSHIPS 


London based sales/marketmg representaten*. 
covering European financial insWuhons smd 
corporations for the different membership 
nouns. Our members are top level sernor 
executhres and the sales position requires a high 
level of efficient and professional cheni 
servicing, foreign travel and marketing to 
• prospective clients. Candidate must be a 
graduate with, «i least, three years expertmam 
salesfmarketing. Fluency in spoken&wrrtten 



i. ."' v .AA h rC# ■ v -’ .-t. 
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Permanent positions Salary + Bonus 

Montreal ^Benefits 

4- Relocation Assistance 


The Caisse de dfodt etpJacement du Quebec manages 
assets totalling U5$45 billion, including tbe largest 
equity portfolio in Canada. It wishes to hire profession- 
als for the fallowing positions; 

Fund Manager- 


(except Japan) 


equities portfolio. The successful candidate shall pos- 
seasa mmmnim of three wears' experienceasaninsti- 
fatiotudfand manager « Asian equities. 

Financial Analyst - 


Asian Equities (except tapan) 


analyst will conduct resetnfTan compardeTin the 
region, make appropriate recommendations and 
putieqate in estaibBsUng foe investment strategy. 
The candidate shall possess about five years' experi- 
ence as an equity analyst of Asian companies, for an 
htttHaiional fund manager. 


in Hrimc^ aad strong analytical and rryrirriiT rirr^riri 
skills. They also require proficiency in English 


French, which may be acquired within a reasonable 
period after hiring. 


forward thrir CV in confidence to: Hwmn Resources, 
Cafare^ de iMptitei placement du Qtrfbeq W81, xveaue 
MrGQl College, Montrtal IQnftec) Canada H3A3C7. 
We ofig equal emp toy me n t oppor hnriHA^ 


APPOINTMENTS WANTED 


Swtss banker. 20 yaare experience of sartor posifons with two 
m *4**r totematlDnat banks, focus on credit acqulsfltons, private 
banking and institutional devatopmwit Substantial emerging 
market experience, more recently Eastern Europe, Baltic 
countries, Balkans and ftessia. Good contacts, in particular wtih , 
■ donor agencies in Washington and Brussels. Abo started and ran 
several businesses. Experience of Bquidations. 

Cumxty based in Lornkm, seeks position - expectedly, but not 
necessarily a finandai tooituttan - in London. Alternatively, seeks . 
executive board membership wttti Swiss, French, Eastern I 
European or UK ftnmfeobskflary in London, or representation . 
thereof. j 


tatanc W - aa, » Flwr, MWffl CoreMII, Londoo B3V 3P0 


A Senior Amerknn Banking 

Consnftant 


lecturing in NY Univ^ seeks a senior 
consulting position in an Iat’l BK or a 
corporation. Fluean in French & Arabic. 
Call Bill (201)339-5360 or Fax: (201)339-5361 


Foreign Exchange and 
Financial Futures Trader. 


Experienced 51 yir bid traderlooking for 
consultative and pan time position. 
Write to Box A5Z29, Finttncxal Times, One 
Soutiryrark Bridge, London SEl 9HL, 


t i O i 
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Investment Banking Executives 

Superb opportunities for talented young professionals to join an 

outstanding corporate advisory team 
London £ Excellent 


Are yon motivated by challenge? Do you aspire to be part of a global 
industry? Do you want to bean integral member of a successful team? 
A^eypu committed, driven and ambitious? If the above strikes a 
cbttnL'den djis is tbe role for you. . . - . 

O ur c lient is pne of the world's leading integrated investment banks. 
Acting Intenjatkmally as intermediary and adviser to major 
cotppxatipns and governments it has the global reach and distribution 
ywy naeet the needs of issuers and investors worldwide, and has a 


Due to con tinue d growth, ap p lications are invited for a number of 
positionvPreferred candidates will demonstrate the following: 


• Outstanding academic results and a financial degree or qualification 
Le. ACA or MBA. 

• Corporate advisory experience within a major investment bank, 
management consultancy, legal or accountancy practice or a PLC. 

* Strong numerical, analytical atvl presentational s kills . 

* Attention to detail and the ability to work in a challengin g 
environment. 

If you wish to further your career within this experienced and 
growing team please contact Jayne Philpott or Annabel Haywood on 
0171 269 2298, or send a full curriculum vitae to Michael Page City, 
Page House, 39-4 j Parker Street, London WC2B 5LN. 

Fax 0171 405 9649. Please quote reference 368107. 


Michael Page City 

International Recruitment Consultants 
London Paris Frankfurt Madrid Hoag Kong Singapore Sydney 


SALES AND MARKETING DIRECTOR - China 

- For subsidiary of leading international company urithin the food ingredients business 


•;£?• , *■*» u one of 

-> DamusHu leading 
f- buhenndlpmqu with 
■ < > about 13,000 employees 
** nmt Ja &" 1 
‘cmttriaJn 1996/97 - 
Damico fold food and 


'JXr DKK l7 ' 0 

rV • 

t;._ „One of pur ohm » m 

be the pr e ferre d supplier 
,f of our customers end to _ 


;j environment of develap- 

. . ' mem for our employees. 
■**3 De v e l o pm e nt of 

v employees end managers 
' is one of the means •’ 
by which wc baend u 
. ensure the frauds 


l3ANISCO Ingredients 


For Danlsco (China) Co. Led located In 
Kunshan (50 km from Shanghai) Jiangsu 
Province, China, we are looking for a 
■ highly qualified Sales and Marketing 
Director, Reporting to the General 
Manager, you wtfi be responsible for the 
further development of safes and rcat/fa 
ting as well as application of foodl^^^ 
dients In this challenging 


MAIN JOB RESPONSIBLE! 
'feu will be responsl^^ 

of tasks - indudlng^M^l 


Wmi 


Finally, all customer contactacrivities WE OFFER ~~~ 

will be directed^^fldlli Including die Danisco offers excellent career prospects 

estabfchro^qf p^onal contact to International 

key araton^shc \etf' J^feftw^^tihermore. we 

■ -• ^N^.hffetva-cfiinbetitfve safaiy'dependent on 

sales anif 

and oral commu^^ 

red dfe jrihoth Mandarin and Englld^?^ ciriicuhiroj. 

of IT-You will ah&J; ' i 

^^^^rMondinale. and ‘g ^gS^SSSS *£ $ 




rke*i^iiyfchfo l 'we,fbod industry in f 
and development of 
^^^^■i^Pt^ttribudon channels. 

^m^nd^e^ble working attitude, 
the abIRty to 
all important 
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EUROPEAN MONETARY. INSTITUTE 


Vacancy in the administration department 


HEAD OF THE CONTROLLING AND ORGANISATION SECTION 

The European Monetary Institute (EMI) was established on 1st January 1994 with its seal in Frankfort am Main. The 
EMTs functio n ** j rr> stren g then the co-operation between its members, the central banks of the European Union, and 
to^nepaje for the establishment of the future European Central Bank (ECB). The EMI currently employs approxi- 
mately 300 staff members and has its. own terms and conditions of employment, including a competitive salary 
structure, pension plan, health insurance and relocation benefits. The EMI is looking to fill the following position, 
- winch will be offered on a fixed-term contract basis, as soon as possible. Candidates must be a national of a Member 
. State of the European Union- j .* 

Hu bolder of this post in the Management Services Division will be responsible for managing the EMI's Control- 
Eng and Or ganisatio n Section. This Section of seven staff members is^ responsible for (i) financ i al control of the 
. EMI's expenditure; preparation and monitoring of the EMI's annual budget; evaluating, supporting and monitoring 
the progress of investment projects undertaken by all' areas of the EMI; preparing manageme n t information reports 
'■fortoe Management of the EMI and for foe EMI Council; (n) dealing with organisational planning issues, planning 
of office accommodation requirements, preparation and maintenance of organisation-wide procedures and instiuc- 
tions. The holder- will also atit as project controller for the implementation of the central accounting system of the 
■European Central Bank. • . 

ffriaKfiratinm 

, m Advanced university degree in business administration or equivalent qualification. 

? Experience in management accounting, organisation and corporate planning. 

-y- Expoience and knowledge of modem organisation and planning principles and techniques. 

; • Experience and knowledge of project organisation, management and control principles and techniques. 

V . Strong mterpersonal and communications skills and ability to lead and work with a team. 

• Familiarity with modem office equipment. 

• Fluency ni F w E w * h ”**1 proven drafting ability in English; a command of German would be an advantage. 

-_V. Rcf.lA0/15/aZ 

A pplications 

-Applications should incJudea Curriculum Vitae and a recent photograph, together with references confirming the 
’ required experience and skills. They should quote the reference number and should be ^addressed to the European 


SI les Echos 


PINANCtALTIMBS 


Le&wtuBenderEamatme 


The FT can help you reach additional 
business readers in France. 

Our link with the French business newspaper, 
Les Echos, gives you a unique recruitment 
advertising opportunity to capitalise on the 
FTs European readership and to further 
target the French business world. 

For information on rates and further details 
please telephone: 

Toby Finden-Crofts on +44 171 873 3456 


Institutional Equity Sales 

- Europe (excluding UK) 

We are recruiting for researcb-driven, deal-driven, small but 
expanding tanking house. 

Il is established in tbe US, building in the UK, and now wants to 
develop a London-based European sales team. 

You will have 

- several years experience of selling into Europe 

- an extensive institutional cheat base 

- fluency in ai least one major European language 

- a good degree from a leading UK University or European business 
school 


c ll)ilkam6 & Co 
J[j^5earcb& (Selection 

Suite 105.75 Cannon Street, London EC4N SEN 
Telephone: 44(0)171 556 7066 Facsimile: 44(0)171 556 7494 


VACANCY 


MANAGING DIRECTOR 

(Mobile Cellular Network) 

The Company 

The Company, a Lirrmtcrt National Mobile Cellular Network Service Operator in a 
major West African country, is about to commence network buildout and would 
require an e x perienced mobile cellular network Manager to assume the position of 
Managing Director. 

The Job 

He or she would have absolute responsibility for company profitability, supervising a 
number of senior managers. The job emails recommendation of policy guidelines and 
strategy to the Board for approval. However, a hands-on con tri bution to day-to-day 
problem resolution is an important requirement. This should be facilitated by a dose 
liaison with equipment vendors and international surveyors of relevant technology. 
The Person 

The person we are looking for should be vened in the different operational areas of 
mobile cellular service provisioning, with a considerable number of years’ experience 
in managerial positions. He or sbe is expected to demonstrate a keen know-bow of 
r unning telecomm unicati on start-op companies especially in the developing world 
with proven links to iweinatwtnit? infrastructure and terminal equipment manufoctnxer 
as well as relevant financial organisations. The person must be prepared to accept 
unusual challenges that exist in service operations witirin die developing countries. 

If you feel you are the person we are looking fin-, please send an application to: 

Kaye tesler & co. 

Equity House. 86 West Green Road, 

London N1S United Kingdom 
Tfcl: 0181 809 6756 


UK EQUITY PORTFOLIO MANAGER 
(Bermuda) 

Shell Trust (Bermuda) Ltd., is the Trustee of several pension funds cm behalf 
of the Royal Dutch Shell Group of Companies with a value in excess of 
£1.4 billion. 

Hie funds' investments are managed by a small team located in Bermuda. 
Following an internal transfer, the Company is seeking to appoint a manager 
for its UK equity portfolio. 

Applicants must be professionally qualified and have at least five years 
relevant experience in the management of equity portfolios. 

Hus is a senior appointment witirin the Shell organisation in Bermuda and 
commands a competitive salary package which will not be snbject to 
personal income tax in Bermuda. 

Applications in writing, including written evidence from an independent 
source of investment performance for the last three years, should be sent to:- 

Mr R J Stewart, Preddent 
Shed Trust (Bermoda) Ltd^ 

Shell House, Ferry Reach, 

SL George's Bermuda- 



mm 


BANK CREDIT 
ANALYSTS 

LONDON/CYPRUS/MOSCOW 

Thomson Bankwatch, the -world’s largest bank raring agency, is 
looking for three experienced bank analysts or qualified accountants with 
bank audit experience. Candidates must have extensive knowledge of 
banking and credit analysis, be first class co mm unicator in both written 
and spoken English and be computer literate. 

These three positions win involve travel, regnlar contact with senior 
bank officers, preparation of high quality reports and the ability to meet 
tight deadlines. 

Based at our London office, the c an dida t e will work with European banks- 
Genxum language skills are preferred. 

Based at our London office, the candidate wiD work with East European 
banks. Local language skills are preferred. 

Based at our Cyprus or Moscow offices, the candidate will work with 
Russian banks. R us si an language skills preferred. 

Applicants should fax or post their curriculum vkae and an application 
letter including details of qualifications, work history and expected 
salary, to: Sharon Pomefis, Human Resources Advisor 

Thomson Bankwatch-Europe, Aldgare House, 

33 Aldgate High Street, London EC3N 1DL, United Kingdom. 

' Td: +44 171 369 7000 ■ Fax: +44 171 369 7174 




Head of Operations 


Global Custody 
c £50,000 + banking benefits 
Southern England 


Setting high standards - and delivering on them. That's 
been the prime factor in the continuing success of our 
client, a niche player in the securities industry. Which 
is why, hard on the heels of an internal reorganisation, 
they've now created these additional new roles. 

you'll set the criteria for customer service strategies, 
always aiming to exceed expectations and find new 
product or service opportunities. At the same rime, 
you'll ensure that every member of your 200+ staff 
is crystal dear about their role and objectives in that 
process — and highly motivated to deliver. As someone 
who leads by example, you’ll inspire your team with 
your vision of what can be achieved. As well, of 
course, as providing the men raring, coaching and 
feedback to enable them to bring it about. 

So in addition to knowing the securities market inside 
out, it’s vital that you have wdl -developed people 


handling skills. This knowledge should be comptemcmed 
by a real belief in the value of paining and development. 

In return, you'll receive the kind of benefits package 
expected of a major name in financial services. One thar's 
as large, dynamic and results -orientated as they come. 
But one that never overlooks die importance of each 
of the people who contribute to that impressive record 
of success. 

To apply, please send your CVm Paul Ballard Senior 
Consultant, Austin Knight UK lid Kelson House, 
33-37 Moulshum Street, Chelmsford Essex, CM2 0XG 
quoting reference C507. Fox 013-15 350498. 

Austin 

VIMKnight 
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19 1997 


TELECOMMUNICATIONS, RUSSIA 

EQUITY ANALYST 

Competitive Salary • London based 


Leading US Brokerage Firm. 


niUNOALTiMas 


LesEchos 


Marketing & Training Managers 


The European Division of one of the world's 
leading investment banks is currently 
seeking a suitable candidate to join die 
global telecommunications team based in 
London. The position will expand the 
current team's coverage of the Russian 
telecommunications sector. 

The successful candidate will have a recognised 
post degree accountancy qualification and ban 
extensive knowledge of both International and 
Russian accounting standards. Applicants will 
be flueni in both English and Russian and 
have excellent communications skills. 
Telecommunications industry experience 
would be an advantage. 


The role will require detailed Awnni al analysis 
for valuation purposes, business modelling, 
long range forecasting and providing strategic 
analysis of Industry trends, therefore, proven 
experience will be essential. Additionally, the 
role requires extensive travel throughout 
Russia and Eastern Europe. 

This is a demanding role in a highly competitive 
market Salary and rewards wifi be based on 
experience, performance and contribution to 
die business. 


To apply, please send your CV, quoting re£ 1070 
to: The Response Management Service, 
Associates in Advertising, 5 St John's Lane, 
London ECIM 4BH. 


CUCZ 


HR MARKETING & COMMUNICATIONS 


The FT can help you 

reach additional 
business readers in 
France. Our link 
with the French 
| business newspaper, 
Les Echos, gives 
you a unique 
recruitment 
advertising ■ i 
opportunity 
to capitalise on the I 
FTs European 
readership and 
to further target the 
French business 
world. For 
information on rates 
and further details 
please telephone: 

Toby Finden -Crofts 
on 444 171 873 


Excellent remuneration package ' 


LONDON 


Our digit is a leading U5 brokerage final with over 3400 offices in Bra US and Canada, who provides 
to over 2 mffllon individual investors. Founded in 1871, it is the largest brokerage finn in the US to serve 


investors exclusively. •• hirfi-cainm! , 

Owing to the strategic growth of the business, two exciting new positions have been created for a 


dynamic Mastering Manager and Training Manager to Join' die newly established UK Headquarters m lc™ 


Marketing Manager 

■ Promote and develop the brand through marketing, 
advertising and PR strategies. 

■ Develop marketing plans for promotions apd liaise 
with the US Head Office for larger campaigns and. 


Select, oversee and evaluate the activities of external 
suppliers. 

Excellent organisational and interpersonal skills, 
expertise in project plan n ing an d a high level of 
written skills inducing eopiwrtdng and editing. 

Of graduate calibre, with at least 3-5 years' marketing . 
experience ideally gained wi th an agency or within 
financial services. 

‘ Ref: 90352 IVM 


Training Manager 

■ Develop foe skills, knowledge and attitudes 
of each hew broker. 

■ Provide technical support to trainees fo°rd er to 
complete required exams and defavertne 

in-hootebanrii^cuntoiluaifiwallbroKers. 


Must have extensive training 

within a ft™ nrfal services, mana gemert consul fancy. 


ctmrtwed accountancy or training organisation. 


-the ability to writ closely with a sales force. 

Refc90352CflM 


Please send your CV with current salary details to: 
SaiaKtsvIenlinr-Haii, K/F Selection, 252 Kegtait Street; 
London W1R 6HL, quoting the appropriate reference. 


Alternatively send by fax on 0171-312 33SO 


• Intern** Rome Page UtpJ/wwwJckelectioiLCOni 


A DIVISION OF KORN/FERRY INTERNATIONAL 


I M P A X 


Project Manager 

London Wl Competitive Package 

Manager required to work with a variety of industrial companies 


concerned with the environment. 

The candidate must have: 

• senior management experience with industry, governmental 
officials and ENGO’s 

• in-depth knowledge of EMS including ISO 14000 and EIS 

• MBA with training in international business issues and finance 

• international environmental work experience (including Asia and 
North America) and contacts to assist with finding new projects 
and financing. 

Please apply in writing, enclosing a curriculum vitae to: 

Della Howes 

Impax Capita] Corporation Limited 
Broughton House, 6-8 Sackvilie Street, London W1X 1DD 
REGULATED BY THE SECURITIES AND FUTURES AUTHORITY 


New Financial Times Appointments 


Trading Places 


For the 

announcement of 
changes to senior 
personnel within your 
company contact: 

Ben Bonney-James 
on 4-44 171 
873 4015 
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ZE 
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Senior Credit Insurance Underwriter 

Attractive remuneration package LONDON, UK / NAMUR, BELGIUM 


The Geriing-Namur Group Is the world's third largest Credit Insure- and a currently the only Credit Insurer to 

at mm than TMUni nffim in 14 Funvwm inunbjK The CSerihte-Nannir Gram has a turnover in excess of £*» rminoft 


of more than 50 n*gk»al offices in 14 European countries. The Geriing-Narnur Gruup has a turnover in ecoess muuan. 

As a nandt of sustained growth, an ©citing new position has been created foe a Senior Credit insmanoe Underwriter to jom me 
UK operatton. with an initial 12 month international teaming program, at the company's heed qu Euteas in Namur, Belgium. 

The Position : The Requirements 


responsibilities within the UK underwriting team. 

Assistm the definition and impleme nt ation of the UK ' 
riskapoBcy including analysis and urvlerwriting of 
UK/uish rides for the entire Ceding Namur Group. 

Maintain strong relationships with major brakes 
and other intermediaries and develop national and 
international business. 


Work closely with the Soles Department to provide a 
high quality service to.the insureds /brokers- 


■ At least 3-5 years' experience of credit underwriting. 

■ Excellent interpersonal and relationship management 
skills, with the ability to traveL 

■ Extremely technical with a strong attention to detail 
and thebbOilty to prioritise effectively. 

■ Teanuplayer, capable of working with high energy 
levels, as part of a «waiij high-profile team. 

■ Ideally late 20's to early 30's in age, and of graduate 
calibre; fluency in anoms European language would 
be advantageous. 

■ international mindset, with a flexible approach to 
business solutions. 


Please send your CV with current salary details to: 
Sam Kenderdjne-Hair, KflF Selection, 292 Regent 
Street, London WlR 6HL, quoting «£: 90387 A/04. 


Alternatively send by fax on 0171-312 3380, 
or by e-mail to kfa-Jandonekornfeizy^om 
Internet Home Rage Jtttprf/www-kfselectkmxoni 


A DIVISION OF KORN/FEMV INTERNATIONAL 


ACCOUNTANCY APPOINTMENTS 



First 

Notional 

Bank 


Group Financial Director 


South Africa 


Substantial £ six figure package plus benefits including share options 


Exceptional career opportunity in a dynamic market place. 


First National Bank, one of southern Africa’s leading financial services groups, 
embracing Retail Banking, Corporate Banking and an increasing range of service 
activities, has over 800 branches in four southern African countries and 34,000 
employees with assets of some £14 billion and profits after tax of some £135 million. 
The Group has international representation in London, New York, Hong Kong, The 
Channel Islands, Bahamas and The Cayman Islands. 

Reporting to the Managing Director, the Group Financial Director will be a member 
of the General Management Committee involved with total Group operational 
policies. This corporate role will contribute to the strategic direction of the bank’s 
development and optimisation of shareholders returns. Liaison with Government 
authorities, the Central Bank and investor analysts, and managing community 
perceptions are key elements. 


The Group Financial Director will be responsible for effective use and allocation of 
assets, tax planning and the restructure of financial reporting procedures. 

You will be a qualified accountant with 10-15 years’ experience, preferably including 
banking and/or financial services, with at least 5 years at a senior management level, 
ideally with a substantial and quoted pic. With an in-depth understanding of MIS, in 
an international environment, you should be results oriented, demonstrate high level 
strategic and analytical skills and commercial astuteness. Sophisticated 
communication and inter-personal skills are pre-requisite. This extraordinary 
opportunity carries the rewards you would associate with a dynamic and fast growing 
operation. They comprise a three year renewable contract, substantial six figure 
salary complimented by outstanding expatriate benefits, including a share option 
scheme that will reflect your success. 


Please forward in absolute confidence full career and salary details to: Jim Ranger, Executive Director 

2 Stratford Place WHSfBfSfBPM Teb+ 44 (0) 171 629 4438 . 


London WIN 9AE 


RENWICK 

INTERNATIONAL 


Fax: +44 (0)171 629 4439 


UNITED KINGDOM AUSTRALIA CANADA HONG KONG SINGAPORE SOUTH AFRICA 


wmmmm 


c. £80,000 package 
+ benefits 


Major Service- \ 
Providing Pic ' 


Yorkshire 


Six figure package 
+ bonus 




Diners Club 
IntermtionaT 


Pamborough, Bants 





Head of Finance 







Chief Financial Officer - Europe 


1 


An untaaaity large and Influential opportunity, working with the Executive team, to Influence the strategy 
and transform the financial and management systems which directly impact the efficient running of this 
established and profitable £500 miWon+ business, pan of a major pic. Under new leadership and 
reorganised Into de ar business streams there is potential to broaden and grow die role In the short to 

medium torn. 


THE ROLE 

■ Working closely with the Managing Director; who Is 
a Group Board member responsible for providing a 
comprehensive financial service to the Executive 
team including management reporting and control. 


Drive foe design, selection and implementation of 
new business reporting systems. Oversee foe 
planning and budgeting cycle and develop financial 
skills across the business. Manage and develop a 
large financial team. 


THE QUALIFICATIONS 

■ Ambitious and commercial graduate accountant 
probably 35- 45 with an impressive track record in an 
industrial, possibly service, business which has 
Implemented and gained significant value from 
new financial accounting and management 
systems. 


Diners Chdt is a wholl y maned subsidiary of Citibank and a mafor competitor in the European novel at 
Entextajnmcat c harge c ard market - serving both corporates and individual customers. The business ts 
SuppOTtcdby superior services, segment knowledge and technology and It has eportfallo of Mat 
potential products. Diners dab Europe will capitalise on its prominent global brand by following an 
mg**sslve growth strategy aimed at orator penetration of nnexploited marine 

WOLE THE QUALIFICATIONS 

* * Graduate accountant with International operating 

ft™* 0 " «!»“* of company experience fo a blue-chip finajS o? 

^ and operational support to consumer business. Broad-based financial siring. 

including both financial and management accounting 
otstpraaices in all aspects of financial control and In a marketing-led environment . v 


Play a key strategic role on the Executive In 
reviewing performance of foe businesses and in 
setting performance goals. Appraise and monitor a 
very substantial ongoing capital expenditure 
programme. 


Robust and perceptive analyst with a strong 
management systems and IT background essential. 
Excellent at leading, changing and motivating a 
team- 


intellect and energy fo learn quickly, committed to 
achievement with the appropriate communication 
and interpersonal skills to operate in a down-to- 
earth. hands-on environment. 


Developing an effective Europe-wide MIS to meet the 
demands of line managers, Diners Club International 
and Citibank, identifying risks and opportunities and 
managing internal and external compliance. 

Dewrioplng a team capable of adding value to 
business processes Including budgeting and 
reporting, Key contribution to foe development of 
financial and business strategy from a CFO 
perspective. 


Mature . and confident leader with first-class 
interpersonal skills capable of operating in a fast- 
paced business with a decemrafisedAnatzix structure. 
Strong tT and technology literacy. 


Commercially oriented and flexible. Able to 'add real 
value to senior management team deliberations using 
financial .information. -to guide strategy and 
operational initiatives. Able to lead, motivate and., 
develop a professional and enthusiastic team. 


Leeds 01 13 230 7774 
London 0171 2903333 
Manchester 0161 499 1700 





Pie** reply faS Wb to 

Saiadar Enppo, *■£ PI I9809TY. 

Lanomim, Leedi UI6CQY 


Leeds 01 13 230 7774 
London 0171 2903333 
Ma n chester 0161 499 170 0 
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Finance 


Premier Financial Institution 

package to Attract the Best 


City 


P ro ^ e opportunity for ambitious professional to facilitate new capital 
Xf - structures in. renowned City institution. Excellent career prospects for 
Jawyeror accountant seeking to broaden skills in a challenging environment. 


r£THE POSITION 


'j^hr' Senior WicU-rmrigmg fole'lnvolving axx«nstv« (bison with 
lifcMI'S™* PytMp*^' adwsant 'arid 1 fruemal deparmtte m. 


[ • assessment of Steyr capital structures, from initial enquiry 

u.^_ : w «wnci!«l d^pjnienadon and approval 
f ^ Ar^pjand^syUm axqpiex schemes. Manage transactions. 
i ? J*CorwlRMp> po6cy development. 


QUALIFICATIONS 

♦ Lawyer or accountant with 5 years' PQEL Corporate finance 
experience essential. 

♦ Strong analytical skills and attention to detail. Appreciation 
of tax issues advantageous. 

♦ Ability to understand and work within Intricate market 
structure and regulatory requirements. 

♦ Excellent communication and presentation skills. Confident 
and professional approach. Drive and commitment 


Please send full cv, stating salary, ref LG70902FT, to NBS. 54 jermyn Street. London SWIY 6 LX 
Fax 0171 409 1786 Tel 0 1 7 1 493 6392 


'* • Carrffl-Cicy- Exintxa^i • Gbsgow 


Leeds * London ■ Manchester • Racfietz * Sough ■ Madrid * Para 


X . [A BNg Resources pic company 


NBS 


ISO 9002 Registered 


itins Excellence 


Congratulations to NB Selection 
on their 1 0th Anniversary 

<NBS> 


NB Selection • Norman Broadbent International • NBS Assessment Services 
Goodman Graham • Barkers • ATC 

Financial Management Practice 

NB Selection Ltd, 54 Jermyn Street, London, SWIY 6LX Tel: 0171 493 6392 
' C\ry London • Edinburgh • Paris • Madrid • Frankfurt • New Ybrk • Hong Kong 

■ Aberdeen • Birmingham • Bristol * Cardiff • Glasgow • Leeds • Manchester • Radlett * Slough 


Director Retail Accounting 


Multisite Retail 


c£6 5,000 + Executive Benefits 


Birmingham 


Major opportunity to impact upon operational 
performance during a period of significant change. 


THE COMPANY 

♦ Profitable, multisha retail and service pic Turnover £850m. 

♦ National network of outlets serving full cross-section of 
business and domestic customers. 

♦ Replication for innovation, quality of service and breadth of 
quality brands stocked. 

THE POSITION 

♦ Responsible for financial management of all retail locations. 

♦ Work closely with Operations Director to improve retail 
p erformance. 

♦ Drive finance function to deliver ever increasing value to the 
business. 

Please send full cv, stating salary, ref B 1 70903, to NBS, 

Fax 0121 233 4332 


♦ Together with IT and operations ensure successful 
implementation of new management information systems. 

QUALIFICATIONS 

♦ Graduate qualified accountant, significant- experience in 
muhislte. dtstrfeuced retail/service organisation. 

♦ Strong communicator with vision and commercial acumen. 
Credible, ability to influence and command respect across 
the business. 

♦ Creative team player ideally with systems development and 
implementation exposure and demonstrable success in 
delivering change. 

Berwick House, 35 Livery Street, Birmingham B3 2PB 
Tel 0121 233 4656 


Aberdeen • Binringham - Brszol - CartSf • Cky ■ Erinbur^i ■ Giegow 


Leeds * London * Manchester * Radlect * Slough * Madrid ■ Paris 


NB Selection 


A BNB Re so u r ces pic compary 


NBS 


>SO 9002 R e gistered 


Head of Audit 


£60-65,000 + Car + Bonus 


North West 


Key financial management role with global remit. Opportunity for 
analytical, self sufficient decision maker to lead sizeable team delivering 
corporate advantage. Proven springboard for progression within group. 


THE COMPANY 

♦ Major UK based pic Operates rn over 50 countries. Tool 
assets approaching £l9bn. gross income in >996 c£3bn. 

♦ Principal activities indude financial services and investment 
business. Significant operations In North America, Europe 
and the Far East. 

♦ Committed to global growth strategy, maximising 
shareholder value and being recognised as a “world class" 
industry leader. 

THE POSITION 

♦ Reports to Director leveL Responsible for development of 
60 professional staff worldwide. Direct and manage 
corporate audic of central operations, overseas audit 
functions and areas of worldwide concern. 

♦ Enhance and maintain group wide audit standards. Ensure 
quality of service and compliance to ISO 9000. 


♦ Develop audit methodology and approach to establish 
organisation at the forefront of professional practice. 
Promote VFM philosophy group wide. 

QUALIFICATIONS 

♦ Graduate calibre, probably 'Big 6’ trained. Extensive 
knowledge of state-of-the-art auditing techniques and 
methodologies. International exposure an advantage. 

4» Proactive, analytical and decisive. Strong leadership ability 
and commitment to maximise staff potential. Well 
developed business understamfing to complement attention 
to detail. 

+ Excellent interpersonal, communication, presentation and 
Influencing skills. Adaptable and able to work in a dynamic, 
international context. 


Please send full cv, stating salary, ref LG709I7, to NBS, 54 jermyn Street. London SWIY 6 LX 
Fax 0171 409 1786 Tel 0171 493 6392 

Aberdeen* Bki r x tfu m ’Bristol • CartSff- Gy •Efrbutfl ‘Gbsgow Leeds * London - Manchester • Radszx • Slough ■ Madrid * Paris 


NB Selection 


A BNB Resources pic compary 


NBS 


Financial Management 


ISO 9002 Registered _ 


Greater Manchester O 

Finance Director 


£6CM>00 Package 


North West 


Greater Manchester Buses, part of the FirstBus group, is the largest public transport 
company in the North West. Turning over in excess of £60 million per annum It is committed 
to continued Investments and customer service. This influential board position will be key 
to tiie company^ future success and requires a first-rate finance professional. This Is an 
excellent opportunity to join an ambitious business at a crucial time in its development. 


THE ROLE QUALIFICATIONS 

♦ Report, to MD as key member of executive team. Assume ♦ Qualified accountant. Background in a commercial 

fUU responsibility for financial management and eontrof wfeh environment. Proven record of Improving financial 

accountability for IT. management at strategic and operational levels. 

♦ Work closely with MD on all strategic, commercial and ♦ Strong technical competence. Clear understanding of 

operational issues. Bring astute financial and commercial commercial Implications of effective fmanaaJ management. IT 

skffis to a fast-moving environment. rtterace. 

♦ Provide and interpret accurate financial Information In ♦ Results driven. Attention to detail and deadfines. Disciplined 

. " supporrof business colleagues. and organised. 

'«* Manage, motivate and develop finance team. ♦ Confident and credible. Team player with hands-on. down 

Additional divisional finance responsiblflty for the c.£l00 to earth style. 

mWoo North West region. 

Please send full cv. stxting salary, ref MN7090Z, to NBS, Courthlfl House, WaterLane. Wilmslow, Cheshire SK9 SAP 

Fax 01625 539801 Tel 01625 539953 


Aberdeen * Bimkwjum • Bristol • Carxfff* Cky - Edntirtfi • Glasgow 


NB Selection 


A BhB Resources pfc company 




Leads ■ London • Manchester * Radfett ■ Slough • Madrid • Paris 


Financial Management 


FINANCIAL TIMES 

Information 

Commercial ACA for Business Expansion 
London c.£35,000 + Car + Benefits 

Financial Tones Information is a fast developing business unit of Pearson PLC, an FTSE 100 company. This 
dynamic international business is currently undergoing significant investment programmes which are designed 
to ensure that FT Information extends its current position within the global information market place. This 
includes being involved with the commercial development of die internet An exerting opportunity exists for an 
influential and commercially orientated accountant to be a part of the team looking to achieve the strategic 
objectives of the business. 

Reporting to the Finance Director of the Electronic Business Information division, you will be closely involved 
in the ongoing strategic direction of the business. This will involve working closely with commercial line 
managers. Job responsibilities will include monitoring of business trends, managing financial analysis of key 
performance indicators and providing first class management information. You will be involved in the ongoing 
review of investment projects, and utilizing investment appraisal techniques to ensure return on capital targets 
are achieved. 

We are looking for a resourceful, astute, and persuasive individual with a proven ability to influence 
commercial strategy. An ACA with a “big six” background, with at least two years PQE in a business focused 
environment within a blue-chip organization. The successful candidate will have future career opportunities 
with tiiis forward looking international organization. 

We believe in equal opportunity and employ people solely on the basis of their abilities. 

To apply, please send your CV (including details of current remuneration) to 
Frances Illingworth, PERSONA Management Consultants Ltd, 

22 Chiswick High Road, London W4 1TE A Pearson Company 




HEAD OF MARKETING FINANCE 


• The Body Shop has 1.500 stores based in 47 markets 
woddtritie. selllag over 400 narniaO r based toiletries, 
cosmetics and asso c i at ed a c c e sso ri es, generating turnover 
of £250+nriffioo- 

• Nevxo ie to maximise the comme rcial return from 
existing and new' products, promotions end retail 
marketing initiatives through the development of rerafl- 

controls and commercial 
- m w J y a i h m riracfc thdrcflbttiw aie B. " 

• Key tasks wdl be to upgrade sales information . . 
ymiw ftnpl w wn r financi al control systems and 
procedures io evaluate projectVpxoducx range 
j w^fr u - ma neg- and assess revenue and profit contribution 
of existing marketing and NPD initiatives. 

• Graduate ACA or OMA with experience gained in z 

nr nmtri^ritecniianmer facing btajpess ptwiding 


finan cial analysis and advice to nan-financial managers. 
History of financial control in project based 
e n v ironm ents and experience of applying IT solutions to 
fnhanrr fliMWial eflfc ctiVeneSS, I mrrnwiftnat experience 
an advantage. 

• Strong commercial acumen atxl creative flair wfth 
the inrefleenja] ability Co mmy multiple issues 

and challenge established ideas. Must ha ve mamrity and 
i rrdituHry m establish g fl jf u t m * retaKmsirtpS throughout 
the badness «nd have an understanding and empathy for 
die goals and values of The Body Shop. 

• Hds role vriO report dbeedy to the Director of Product 
Marketing and Development, p ro v idin g ft n n rfai n i o- 
to develop a firm pla rt o nn for in cicnxami votarnc, profit 
and margin growth. TUs role will play a major pan in 

tty Company ' s jotg mtno Q al 
S nhsta n ri al op port u nities for career p ro gr es sion. 


•' o • 

THE BODY SHOP 

Jin a .Hair Ctre rrtjmtrt 


Plane apply h* writing quoting reference 1483 
with fen asexx satLssdsty details tw 
Keith McCambcMge 
WMtrhcsd Selection * 

. 11 B3 Sneer, London WU 888 
D± 0172 290 2043 
liia/ fewihMa d lWe ted 



FINANCE DIRECTOR 


WORLD LEADING MARKET RESEARCH GROUP 
CYPRUS BASED - SIGNIFICANT TRAVEL HIGHLY COMPETITIVE EXPAT PACKAGE 


• Exceptional opportunity to join leading 
global market research group, which generates 
revenues of $1.4 billion through 17,000 people 
worldwide. Clients span 90 countries, primarily 
concentrated in the consumer products and 
service sectors. 

• Initial position within the group will be as 
Finance Director for a key joint venture 
business, targeting growth opportunities in 
Eastern Europe. 

• Based in Cyprus, the joint venture has 
achieved 3096 Increases in yearonyear revenue. 
The Finance Director will be part of the small, 
highly motivated senior management t eam 
which now intends to triple the size of the 
business in four to five years. 


Please apply In ■wri ting quoting i c fetcp oc 1494FT 
wfeh full « ■ >« ■ nd salary to: 

Eefeb McCambddge 
Whitehead Selec ti o n 
II HOI Street, London W IX 8BB 
Tel: 0171 290 2 043 
htrp i//www,gbneLCO. uic/‘wfaftebead 


• A resourceful and commercially minded 
qualified accountant who can play a key role 
supporting the Managing Director while 
building up an excellent multi-cultural finance 
function in line with the ambitious growth 
plans. Knowledge of international accounting 
practices and US GAAP will be essential. 

• Must have significant hands-on experience of 
growing businesses overseas, including 
exposure to emerging economies. A 
background in the fcmg sector would be 
particularly advantageous. 

• The attractive remuneration package will 
reflect the demanding, high profile nature of 
the role, which calls for a considerable level of 
travel within the target regions. 


Whitehead 

SELECTION 


A d*taoa of Vbfcehcad Uuu IsL 
a TtdKtaad Hud Gmup n£ empm? 
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PriceTfbterhoum n 

Oil & Gas Tax Specialist 

Your chance to grow beyond the obvious? 

London Based 


This challenge... 

...will come as a refreshing change to the more 
ambitious (and harder to please) amongst you. What 
would you say to the prospect of becoming part of a 
£5 billion business consulting organisation that is 
helping to shape the future of the bluest of blue chip 
names in the energy sector? Of taking on an 
extremdy diverse role, which covers the gamut of 
activity in the energy field on top of more specialised 
O&G tax advisory work? Of working with the biggest 
players in the market? 

Are you... 

...looking for a way' to make things really happen m 
your career? Waiting for the opportunity to grow 
beyond the restraints imposed by your current role? 
Convinced that you would thrive in a muiti -skilled 
environment, and excited by, rather than scared of, a 
steep {teaming curve? 

We need... 

...someone who, in addition to shouldering advisory 
and compliance responsibilities within the oil & gas 
arena, will be able to rapidly diversify their expertise 
and experience to play a key role in a number of 


significant, complex and often multi-national projects 
across a range of disciplines in the energy sector. 

You are... 

...an ACA (and possibly ATI1} from the profession, or 
industry: either way you will have several years 
experience which will indude exposure to the Oil & 
Gas sector. Cru dally, you will be committed to 
providing first-rate services coupled with a dear 
enthusiasm for market development: and not 
forgetting the confidence to perform under pressure 
as part of an unfailingly professional team. 

A Career Break... 

...for the person with the right mix of skills, experience 
and personality is on offer. Have you started to see 
the possibilities? Contact our advising consultant, 
David Hunter, on 0171 939 3661 to explore both sides 
of the equation, quoting reference L/1748. 

Executive Search & Selection 

Price Waterhouse 

Southwark Towers, 32 London Bridge Street 
London SE1 9SY 
Fax: 0171 378 0647E-vnafl: 
David_HunterOEurope.notes.pw.com 



Price ffkterhouse 


ED&F MAN GROUP pic 


Treasury Auditor 

Guiding the finances of a global concern 

Above average salary package London 


ED&F Man is a leading international group with 
interests in agricultural' products and financial sendees, 
in recent years the group has developed major - 
businesses in' the financial sector, particularly asset 
management and futures & options brokerage, as well 
as being a principal world trader of sugar, cocoa, coffee 
and spices. A series of acquisitions means this is a time 
of significant and exciting change throughout the 60 
countries in which they have a presence. 

The ED&F Man Group Treasury acts as an internal bank 
to the Group Pic, managing all of its transactions, 
borrowing levels and exposures, as well as producing 
company reports relating to credit and bank line usage. 

In a complex and fast moving environment, your role as 
a member of the Group internal Audit team will 
p rind pally require you to provide advisory and 
consultancy services in the operation of effective risk 
management and business controls within the financial 
sector, with an emphasis on trading operations. 

You will also undertake periodic examination of financial 
operations for compliance with approved trading 
positions, ensuring the effective operation of risk 
management procedures and financial controls; this will 
involve developing a comprehensive understanding of 
organisation structure and systems, building dose 
working relationships with management 


A qualified accountant and most likely a member of the 
Association of Corpo r ate Treasurers, you will have a 
sound grasp of risk management and control issues, as 
well as technical excellence in financial and treasury 
products. 

Weli versed and experienced in internal audits, you will 
be a confident and persuasive communicator with die 
skills needed to direct consultants, auditors, secondees 
and others. A sound awareness of IT operating 
environments and associated packages will also be vital. 

An attractive salary package inducting exceptional 
incentive scheme opportunities is supported by 
generous company benefits. 

Your next step will be to contact our advising 
consultants, Alistair McNeish on 0171 939 3293 or 
David Hunter on 0171 939 3661, for a confidential 
discussion. Alternatively, write to them with a full CV, 
quoting reference- L/1797, at 

Executive Search ft Selection 

Price Waterhouse 
Southwark Towers 
32 London Bridge Street 
London SE1 9SY 
Fax: 0171 378 0647 

E-mail: Alistair_McN elsh©Europe. notes, pw. com 



METALS TRADING 
ACCOUNTANT 

N M Rodtaduld & Sons Limited has a long history of invo lvement in the bullion market 
and is also active in die base metals market. This broadly-based role provides the 
opportunity to gain valuable experience within the Treasury accounting team, which 
is responsible for determining Treasury earnings and associated market risk monitoring. 
Initially focusing on product accounting for the bullion and base metal trading books, 
the role will entail dose liaison with traders on a daily basis. Subsequent exposure to 
other Treasury products traded by the Bank should help to create a sound platform for 
farther career advancement. 

raiv & biw should be qualified accountants with a minimum of two years' post-quatificatian 
experience, including at least a year's exposure Go metals markets. 

Remuneration is designed to attract high-calibre candidates, with benefits including 
annual bonus, mortgage subsidy, health insurance and non-contributory pension scheme. 

Please apply in strict confidence, enclosing fell cv with details of present remuneration, 
to Sara Morris, Personnel Manager, N M Rothschild & Sons Limited, New Court, 

Sc Svrithm's Lane. London EC4P 4DU. 


TfrfefcMfegposSonit 

mUi* in our London 
cflcc 


Accountant 


acooiMaitf, nm e H o om 
npariaon usd bMutodya 



N M ROTHSCHILD & SONS LIMITED 


D les Echos 

nwcuLUHi l^QmABBtdrFSnHOum 

The FT can halp you reach additional business readers In Fiance. 

Our Hnfc wtth the French business newspaper, Lea Echos, gives you a unique recruitment advertising opportunity to caphaltaa 
on the FTs European readwtl^j and to <vb#*st tugstllw French buaineeawtrtLForWonnaSOT on rales end MttwrcMalsptoaae 
talepheeir. Toby Fndon-Crote an *44 171 679 MSB 


appears In the UK 
edition every 
Monday, Wednesday 
ft Thursday and In 
the International 
edition 
every Friday. ■ 

For further 
Information please 
contact: 

Toby Fbtdeo-Crofte 
+44 0171 873 
4027 


Financial Times 



TAX & HR SPECIALISTS 


I 


The shape of things to come. 

Our Tax and Human Rosource Advisory business is sfruefured arouid our cHariisf needs - 
naHonvride access to people wfRi an outetaKHng range of specialist skills. 
WieSwryoudicxxtetospedqto fnfamaflonal Tax, Private Cflwtfand 

fcfiddte Motet IrxirBCfTaxesor Human Resource Advice, you will join one olffis rraSonaJ 

■business steams which togalher mate up UK's targes! fra and human resource 
consulting business. The breocBh md depth of our practice and the quality of our client 
base oflvuTrtwdtetfopportx^BSfaroifl'peopte to ^awJhek skills. 

Opportunfltes 16 progress are eraepfaned tmd, to ensure you take advantage of tfwm. our 
T? far Business' programme otters a step-bystep ftomewotk to promofion and cotes’ 
dwetopmert. Wwtever your experience to (krie, IT ensures thetf you mdffl the most of your 
opporiunfites with us, andfttaf your sfcffls are developed as far as you want them to be 
If you want to maximise your potential let us knew where you would Ifte to ttt 
in by sending your cv to any of fhe Coopers & Lytewd afflees below. 

London- John 5* 1 Embankmert Pipes, London WC2N 6NN 

Scattad - Paula Macfcoy Eakfcw House, 68-73 Queen Street, Etflnbuigb EH2 4NH 

The Wdkxxb - Ain SmBi TaagteCodn, 35 BuS. Start, BBmtaflhamBA&IT 

-The North -PoftJckSmK Abacus Court, 0 MnsmH Start, Manchester Ml 3ED 
Tlw South & East ~ Max Fortran Hainan Hoan, 1 Geafle Stoat UxbfklQ® UB8 10Q 
The Wwt- Horn Robertson Bal What Redd* Stoat Bristol BS7 BOR 

Altemativety, telephone ov Human Resource SwvfoeCwite on 01 21 266 6686. fi 
Coopera & Lybrand on tta World Wfcte Web Wk>-yAww.Ooopere.coaA // 



Solutions o business ussm-anc* o business recover? and insolvency 

. o corporate finance o numjigrimnt consulting 

IOr Business . O tax and baman m onrcc advice 

Car^ra*. LyferandMa ingprtirT nf f-nnpfra » KwiiH^ IMWfity ■Mn.-ifinw M g* in ^ri«nd. 


FINANCIAL 
& CORPORATE 
ANALYSIS... 

...WITHIN A 
MAJOR PLC 
CORPORATE 
FINANCE TEAM 

Yorkshire 

c. £40,000 Package 


This is an outstanding opportunity to provide strategic 
financial input and influence the decision making 
process at the highest levels within one of Yorkshire's 
leading Pic's. 



Working dosely with the 
Group Finance Director in 
this pivotal role, you will 
be responsible for 
ensuring the enhancement 
of shareholder value 
through the evaluation of 
new business initiatives. 
This will involve the review 
and analysis of acquisition 
and disposal opportunities 
together with the appraisal 
of major investment and 
corporate finance projects. 

Probably aged 27-35, you 
will be a graduate qualified 
accountant with 
experience of mergers and 
acquisitions or investment 
appraisal techniques. The 
role demands a highly 
commerdal approach, 
advanced analytical and 
report writing skills, a 
strong personality and the 
abjlity to communicate 


effectively across all 
disciplines. 

Prospects for ambitious 
individuals within the 
group are excellent 

For further information , 
please contact our retained 
consultant Jim Kussell on 
0113246 1671 or send your 
OF to him at Harrison Willis, 
Joseph's Well, Hanover 
Walk, Park lane, 

Leeds (S3 7 Aft. 

Fax: 0113 245 6347. 

E-mail: 

hwgroup®hwgroupux>Mk 

httpffivwwJiwgroup.com 

HARRISON 

^WILLIS 


BVMMCHAM , M8TDL .CAJmtff .atovnrwj 
Duawjjamroso. urns ■ uondon 
.M ioousn . 

OMOWC • SH AUAN& 
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Strategic Business Development 

BT.pte is recognised as one of the successes of privatisation, continuing to win business in an increasingly competitive, challenging and demanding market place. With its growing global 
presence following the planned merger with MCI, BT is at the cutting edge of technology through Its delivery of leading world-class telecommunications solutions, information products 
and services. 

BTs relationship with OFTEL is paramount to their continued business success. A small dedicated team leads BTs negotiations with OFTEL on all issues with financial implications 
ensuring that BTs commercial interests are met. This team works at the highest level and across all areas of the organisation. All members of the wam are offered the opportunity to 
undertake a variety of unusual, innovative and non-routine project work - in essence finding their way through uncharted territory. 

The team now needs to recruit several key high calibre individuals, covering the following roles: 


Manager, Costing and Efficiency 

C £ 50,000 + Car + Bonus, 

As a senior member of the team, you will be the leading representative for BT managing 
the relationship with OFTEL on key projects. This is a highly commercial role with 
ext e nsiv e responsibility for negotiation on behalf of BT. In addition, you will be involved 
in the following: 

► ■ Competition analysis 

► Creative and innovative' costing approaches 

► . Provision of financial support to commercial decision makers 

You will be a qualified accountant with c 5 years PQE or possibly an MBA. Management 
consultancy experience would be desirable although not essential. Experience of staff 
. m a nag ement is a prerequisite together with exceptional interpersonal skills, a strong 


Financial Projects Manager 

c £40,000 + Car + Bonus 

This position is an outstanding entry point into BT. Whilst this role will encompass much 
of the above, you win specifically be involved in creative and strategic thinking on: 

► Development of economic and commercial arguments to support BTs negotiations with 
OFTEL 

► Review of business cases and the provision of information to ensure 'satisfaction of 
OFTEL’ S requirements 

► Provision of expert financial advice zhrougbour BT on competition issues. 

This position requires you to be a qualified accountant with 3 years or more PQE. You 
will be a strong communicator with sound analytical skills and have the flexibility to work 
to tight deadlines. Refi 44030 


analytical background arid commercial awareness. Ref: 42383 

If you would like to find out more about these career opportunities, please send your curriculum vitae with a covering letter seating salar y to Aileen Bradley at v 

Martin ^hrd Anderson, 7 Savoy Court, Strand, London WC2R OEL or by fax: 0171 240 8818 quoting the appropriate reference number. E-mail: info@mwaLCO.uk. Alternatively 
telephone on 0171 240-2233. BTplc is an equal opportunities employer. 


Parker 


f Group Financial Controller 

Hemel Hempstead * c £55,000 + Bonus + Fully Expensed Car 

. Parker Hannifin is a leading worldwide manufacturer of components and systems predominantly in die 
.... industrial and aerospace markets. Having achieved record sales and earnings for the last two years and 
with a global turnover in excess of $4 billion, they seek continued growth through a commitment to 
" .customer service and acquisition. 


; Reporting directly to the Vice President, Sales ' 
•*' Operations Northern Europe, which accounts for 
$120 minion in turnover, pr in c ipa l responsibilities 
will include: 

- • Functional leadership of location finance 

managers throughout Scandinavia and the 
■ = Benelux countries, and including emerging 
Eastern European markets. . 

Group financial reporting, strategic planning, 
variance investigation and liais on with external 
auditors. 

’• Ensuring best practice is followed in corporate 
policies and procedures. . 

*. Contribute to business manag e ment in a 
.. , r -g^wmg.and .dynamic .eayjfooment^ , 


• Continue the development of business systems 
and IT strategy to optimise the benefits from a 
central financial database. 

The ideal candidate will be a graduate calibre 
qualified accountant with a minimum of five years 
post qualified experience in a manufacturing/sales 
organisation. Familiarity with US corporate 
■financial reporting requirements and European 
experience would be advantageous. You should 
expect to travel up to 25% of the time. 

. Interested applicants should forward a 
comprehensive CV, including details of current 
remuneration, quoting ref 370575 to Joe 
McShane, Michael Page Finance, Centurion 
House. 136-142 London Road, 

. Albans, Hertfordshire. AL1 ISA. .... 


Michael Page Finance 

S mhllw in Bmachi Ratuluimu 

I - ravIa pBritPl Bg rtnn g hnm Rfinbmgb Gt»»gow JLgatfatrbgad 
Mil Hr nhrii ***• Milmi IEgyi*» Nnniiifhniii flenSmy Si Alhn & Worldwide 



Adviser 


City 


Competitive Salary + Bonus + Bens 


Oar client is a Global Investment Bank with . 
leader shi p positions in Corporate Finance and 
Advisory, Securities Saks and Trading and - 
Research which serves the financial n ee d s of 
individual, institutional, corporate and government 
Cl ients through offices in all major fin a n cia l centres. 

An exceptional opportunity has arisen for an 
individual to join the European Taxation 
Department dealing directly with aD aspects of 
securities taxation. 

The major responsibilities ofthis demanding role 
wilLbetb: ’ ' 

• Advise trading and sales areas on security' trading 
.matters. 

• Co-ordinate strategies with other tax 
functions within the organisation. 


• Liaise with the operations area on the processing 
of interest and dividends. 

• Deal with tax reporting oblations and tax audits. 
■ Ensure correct accounting treatment of taxation 

aspects of securities transactions 

The successful candidate win be an ACA and/or 
ATH with developed UK and International tax 
expertise. Previous experience of die securities 
industry is desirable but not essential for a candidate 
with the relevant technical skills. Other essential pre- 
requisitions for the position are strong rarer personal 
skids and an ability to wodc as a team player. . 

For further details on tins outstanding position, please 
contact Chris Nelson or Charles Ferguson at Michael 
Page Taxation, Page House, 39-41 Parker 
Street, London WC2B 5LN or telephone 
0171 269 2244 or fax 0171 831 6662. 


Michael Page Taxation 

Sptdito in TmiionBtoii inaa i i 

Loodoo Bristol Bfennngfasm Ediobrogh t3a*gwwLeatberfiead Leeds 
Maidenhead Manchester MBaon Keyqes Nottingham Reedfae St Albaas & Woddwide 


sipsr 


Chief Accountant 

: ? City - International Bank - 

'"^Attractive salary plus bonus and benefits 

F This bank was established nearly 200 years ago and head office. A 
■■ . has become the biggest bank in Latin America. It is and the appoi 
: now at the forefront of commercial and retail banking implements 
4 : and has a strong' . presence in : the City with - The chosen c 
. . approximately 70 staff- Its activities cover ihe mtoney ■ wI|h aiieast f 
market and retail and trade finance. will have beei 


US Qlobal Investment Bank 


j ^Reporting, to a Deputy General Manager, the Chief 
. - Accountant has four subordinate staff and overall 
J? responsibility for the . financial and management 
~ . accounting for the Branch. Tbe responsibility indudes 
budget preparation, taxation, monthly, quarterly, half 
■'.’yearly and annual returns to the Bank of England arid 
head office. In addition, the person will liaise with the 
r 'lindi tyira. riie Inspector of Taxes, VAT authorities and 


head office. Anew MIDAS system is being introduced 
and the appointee will have a major part to play in the 
implementation of this. 

The chosen candidate will be a qualified accountant 
wirh ai ieast five years PQE of which at least one year 
will have been in banking or financial services. Ideally 
this will be in a foreign owned branch operation with 
Bank of England reporting lines. The ability to speak 
Portuguese or Spanish would be advantageous. 

If this could be your next career move, please apply 
m writing with foil career details including salary, 
quoting reference 1809 to Tony Saw, KPMG 
Selection & Search, 1-2 Dorset Rue, BfacIdHars, 
London EC4Y 8AE. 


Finance Director 


Hertfordshire 

Our client is one of the largest and most 
efficient independent flour millers and 
suppliers of specialist food ingredients in the 
UK. With a turnover of £30 million, the 
company is highly successful in both its main 
markets and has an enviable reputation for 
technical innovation, supported by sustained 
capital investment and market led 
research and development. A belief in 
progress through innovation and anticipating 
future trends, find them well placed 
to grow indigenously and through 
acquisition. 

Reporting to the Managing Director, key 
areas of responsibility will include: 

■ Provision of financial expertise, relating to 
capital expansion and acquisitions. 

• Financial strategy, budgetary control and 
sales analysis. 

• Joint venture and treasury 
accounting. 


£50-55,000 + Bonus + Car 

• Main raining relationships with banks. 
Inland Revenue, auditors and professional 
advisors. 

• Continuing the development of IT 
strategy. 

The ideal candidate will be a highly 
intelligent chartered accountant who has 
experience of managing finance in 
competitive and demanding trading 
conditions. Aged at least 37 years, you will 
have a proven track record of dealing with 
the city/banking institutions and the ability to 
inspire respect and foster confidence in 
colleagues of all levels. 

Interested applicants should forward a 
comprehensive CV including details of 
current remuneration, quoting ref 357712 to 
Joe McShane at Michael Page Finance. 

Centurion House, 136-142 London 
Road, St Albans, Herts AL1 ISA. 


Michael Page Finance 

Specialists in Financial Recruitment 

London Bristol Birmingham Edinburgh Glasgow Leather head Leeds 
Maidenhead Manchester Milton Keynes Nottingham Reading St Albans & Worldwide 




Global Controller 

Leading International Professional Services Firm 


London 


c £80,000 + Excellent Bens 


Onr client is a leading global professional services organisation. Operating worldwide from offices based in over 
20 countries, tbe firm has established itself as a sector leader and is now vigorously pursuing strategies to develop its 
growth and profile, ready for die challenges of the 21st Century: A critical element of this development is a continuing 
search for high calibre people to enhance the firm's management capability and there is a requirement to recruit a Global 
Controller, to report to the Chief Financial Officer (CFO). 


THE POSITION 

• Responsible for the integrity of financial control 
throughout the worldwide operations. 

• Ensure compliance with external and firm wide 
repotting requirements, as well as internal 
professional and commercial ethical and operational 
policies and procedures. 

• Supervise area line managers and coach the operating 
finance functions in "best practice”, discharging the 
responsibility for individual business performance. 


QUALIFICATIONS 

• Graduate, T3ig 6’ ACA/CPA, aged mid-to-late 30s, 
with a track record of oatstanding career progression, 
first within the profession, then in commerce. 

• Outstanding international financial control experience 
within a US multinational group environment, 
possibly in tbe FMCG/branded company sector. 

• Excellent communication and motivational skills 
capable of winning respect at all levels of a multi- 
national organisation and with tbe capacity to develop 
into a successor to tbe CFO. 


Interested candidates should write, enclosing full c a ree r and current salary details to tire advising consultant, 
Jon Boyle at Quest or International Limited, 3 Burlington Gardens, London W1X 1LE, quoting reference 2190. 
Tel 0171 292 8300. Fax 0171 287 5457. E-mail: Jon@questorumcom 


► Ql 4 


QUESTOR INTERNATIONAL 


mm 


Chief Internal Audit Officer 


• Scandinavia 

• Six figure £ salary & benefits 

Our client is a diverse Continental European Group 
which operates in a global capacity in a range of 
industrial and servicing activities. It has operations 
in over 70 countries, market capitalisation of $20 bn 
and its internal operating language is English. 

This is a new. high profile role reporting directly 
to the Group CEO and Audit Committee. 
The successful candidate will be expected to 
create a world class internal audit function 
thereby adding value to the Group's business. 
The CIAO will be responsible for leading 
and co-ordinating the function's risk based 
approach to' internal audit, ensuring appropriate 
focus of work. 


Candidates will be qualified accountants with a 
minimum of 10 years post qualification experience 
gained in a ‘Big 6’ or multinational environment. 
Candidates must be commercially orientated and 
able to demonstrate the resilience, flexibility and 
diplomacy required for this challenging role. The 
position will suit a confident and assertive 
individual capable of developing successful 
working relationships with high calibre individuals. 

Interested candidates should apply in writing 
with full career details, including salary and 
quoting reference T560 to Janina Harper. 
KPMG Selection & Search, 1-2 Dorset Rise, 
Blackfriars, London EC4Y 8AE. 


kPMG Selection & Search 


KPMG Selection & Search 








Kraft Jacobs Suchard 

Finance Director 


Expatriate Package EASTERN EUROPE 

Kraft Jacobs Sodiard is one of the leading, fast-moving consumer goods companies in the workL Part of 
the Philip Monti Group, Kraft Jacobs Suchard 's growth is propeQed W unparalleled brand power, 
marketing e xperti se and expanding world-wide infrastructure. Its worfd-famous brands include Jacob's 
coffee, Milfca, Toblerone, Suchard chocolate and Philadelphia cheese. Along with large production 
operations, it has Sales and Marketing subsidiaries in several Eastern European countries. This is a 


fantastic opportunity for a first-class professional to acquire unique experience in 
undergoing explosive growth- You will report directly to me General Manager, who t 
the Regional Vtce President finance. 


the Regional Vice Pi 

The Position 


i an environment 
in turn reports to 


Support decision making process by 
providing relevant and timely financial 
information. 


Establish and m* 
internal controls 


internal controls and reporting procedures. 

Supervise and motivate the Finance 
Department team. 

Monitor the flow of funds and foreign 
exchange rates. 


The Requirements 

■ Certified Chartered Accou n t an t orequivalcnt 
with knowledge of US GAAP. 

■ Three to five years' experience of flnandal 
management uv a control function. . 

■ Pioneering spirit - resulte-orientated and 
efficient with strong prioritising skills. 

■ Culturally sensitive focused and accurate, 

with a flodble approach. 


Steer the budgeting and reporting process 
according to corporate regulations- 


Ptease send your CV with cumml salary details 
tw Georg Unger, K/F Selection. 
Dr. Kaxl-Uieger-Ring 8,1010 Vienna, Austria. 


quoting ref: 152-001. 

Alternatively send byfaxon0043153l0340. 

Internet Hqow Page http^AvwwJcbelectioaxasn 



K/F SELECTION 



A DIVISION OP KORNfFEMY INTERNATIONAL 


AMBITIOUS FINANCE PROFESSIONALS 
WITH INTERNATIONAL ASPIRATIONS 


SM 






3jf TtsCoMHunr: Our dient is a leading player in one of the world’s most competitive consumer markets. They have truly global 
operations and a portfolio of world renowned brands. Their sophisticated managerial approach, combined with considerable 
strategic investments throughout Eastern Europe, the Middle East and the Indian subcontinent have ensured a track record of 
success in global emerging markets. 


The Rous: Our client has a number of senior comnvarrial/finandal roles based in the UK* Russia and the Middle' East with- 
rasponsibiUty for the following: ; . . : ’• \ 

• Function and team management • Multi-country operations .V.- ?•.•*.%'*»* : , 

• Providing comprehensive finanaai/toommerdal management • Ensuring that each business unit operates competitively 

in order to support the adiewment of profit and tracing goals and efficiently . * ^ - ^ ■ 

Certain roles also have a business development remit. 


The People; To excel in these roles your background is likely to be within a smilar dynamic and fast moving industry. Together 
with a formal accounting qualification, you will demonstrate a trade record of experience and accomplishment in a 
financial /commercial management environment Proven commercial acumen and a proactive approach, coupled with the 
confidence and drive to build and work within a multicultural environment are essential. These skills, combined with fluency in 
English will ensure a rewarding career in these challenging environments. 



Please forward your full resumi in the strictest confidence, quoting reference no. FT3150 to: 

Ante! International Shropshire House. 1 Capper Street. London WC1E 6JA 

Tel: + 44 (0) 171 6372001 Fax: + 44 (0) 171 637 0949 or visit our web srTe on www.antal-intcom 

Moscow: Antal International Limited. Trekhprudny per. 9, Building 5, Moscow 103001. 

Tel: +7 <502} 935 8606 Fax: +7(502) 935 8607 E-Mail: antalnJS@online.ru 


Antal International 

V» Global Recruitment Solution Applied Locally * 
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Trust Executive 


Package c£45,000-£55,000 
Car 

Isle of Man 


Our client is a strong, well established and dynamic 
financial services organisation which is part of one of 
the largest groups in Europe. 


The ideal candidate for this role would be aged between 
35 and 45, bold an appropriate professional 
qualification - ie, ATII or ACA, have a broad 
knowledge of international tax regimes and trust 
legislation and have excellent communication and 
leadership skills. 


The organisation aims to develop further the trust 
subsidiary with the trust executive leading and 
developing the operation to ensure continued growth. 


This is a tremendous o pp ortunity for playing a key role 
in the growth of the business and provides a rare 
opportunity to join a well known and successful 
company at a senior level. 


The Executive wtU work dosely with the technical and 
legal experts in the organisation to develop new products 
and, at the same time, ensure the smooth running of the 
existing business bringing a coaching management style 
to the excellent well established team. A Directorship 
position will be considered once the Executive has 
demon s trated a proven ability in these areas. 


IT yon have the rr p V TT T-urr and foie required for the 
position, please write, qwotmg re£ 140 with a fid CV by 
Monday 29th September 1997 to Jnfie Cafiow, KPMG 
Selection and Search, Heritage Court, 41 Athol Street, 
Douglas, Isle of Man IM99 1HN. Ikfe 01624 681080, 
Fas: 01624681098. 


traCStfcaooASoiiafaniedp irmftirrf Raf ta yim Agaon AflN&Itt 


KPMG Selection & Search 


c. LI 75,000,000 + Bonos + Benefits 


ROME 


Our dient is a multi-billion dollar organisation, 
recognised as being a market leader in the 
tran s portation service industry. 


7fets yS muttinadon^ corporation is currently seeking a 
Finance Director for its Italian business unit based in 
Rhine. 


10 years' experience of US multinational organisations 
you wBl possess prior ControHership or FD experience. 
The position has a high commercial focus and you must 
display both strong technical skills and considerable 
business acumen. A detailed approach to analysis and 
internal control is also essential. 


The Finance Director is responsible fOF ail aspects of 
finance aid accounting in the Italian subskfiary and 
must have detailed knowledge of Italian statutory 
requirements as well as US GAAP. 


The ideal candidate will be a qualified accountant, an 
MBA in Finance would also be a benefit With at feast 


This is a challenging and demanding role which 
will require a pro-active individual with superior 
communication skills, a grasp of day-to-day 
management as well as the ability to make a significant 
contribution, at a strategic level, to the performance 
and profitability of the company. Ruent English and 
Italian is essential. 


HARVEY NASH 
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Corporate Finance Role in Growing plc 

BUSINESS DEVELOPMENT 

DIRECTOR 


c. £60,000 + bonus & plc benefits 

Our dient fe a £200 mQEm turnover Engineering Group operating on a multi-ate basis in ^ e ~7 1 .T ^L^ 
North America. The Group's stated o bj ec tive of -antmiWagrowm has treated the _ rtX7rate 

Pevetopmeot Director reporting to die Group finanoe Director to develop and manage » P r _ TT ,-tTmi 5 tir 
development function; the primary task befog to actively pursue M&A opportunities on an opportunism 
planned basis, both rotemafaanaOy and in theUK- 


The Position ■ 

■ Contribute to the Group's Overall strategic plan by 
idemifrfog, researching are! evafna Hog potential 
merger, acq ui s i ti on ana joto t venture targes. 

■ Develop valuation, and negotiation strategies for 


chosen targets; control tite due dfirgeoa review; - 
direct Ihe completion of deals and oversee eventual . 
integration plans. .. 

Direct the Group's narketfag/lnfonn^tektgily-- 

to support bu gmess development objecti v es. 


The Requirements 

■ SSSSS&r 

. ideally engineering) serine. 

■ Experience of, and proven ability jn, cotnmeroai 
negotiation and project managem*™- 


experi e nce); MBA or 


finer wnlynni CTvdfocnioaeatgliBydenflste 
Dnnris Mason. IGF SatecUoo. Genocide Horn. 
Trinity Park, ttrlnenhfll Lm<SoBhtiflB37?ES, 


goofing nfcWWtfAAIgmrtwriyaepdbyfctf 


bmiRtBmatP^bupillwmwJdxktfitmxam 
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A DIVISION OF KOKN/FEUY INTERNATIONAL 





City-based Investment Manager 

' • £Highly Competitive 


m 


I 

$ 


Our * one o f it** Cry’s fa mfing fovea&timt' ■ •* booses, i nBi fo***!* of C JE 3 0 billion for a 

diverse portfolio of fostimrional and retail diems. A l though large and growing, the orga nisa tion retains its 
distinctive -anA fnjn yn a iMii nn for qiinKty an A ti wma tirm The finance Director Is reorganising 

liw group to h« iw «tutf th* uiw m i i w of *h> nmuy ii-n i t»m» are o ptim ised, and wishes to re c nm a high 
calibre m » n »p ’ 1 to co*onfinate fcwwwi a c t ivit y . 

Vmi •grill fc«- imaging »n<l <U ilnpwp Your strong track record wdl i n c l u d e experience of: 

• F n u mc h J, regulatory and statatory r e p ort in g for • Financial and statutory reporting- 

the Group. ’ * • Corpor a te taxation and VAT. 

• Accounti n g standards and bent practice reviews . • l ufonmtri ou technology and project manag emen t. 

• Group taxation matters. * TKg atJSty rr» l« mtn»pi i t »fWm r u mafulW . 

• graeoe cofc clk e and mrf mntm l • ln,ii f l y mrf nM m^ w m w it (preferable, but not a 

■ A team of c -15 staff. pce re q uh ia^. 

Reporting to the finance D irect o r, you wS be ed u c ate d to degree. level and a qualified accoun t ant possessing 
five to *— « year s of financial -""H i experience. You Af^«n n «tww technical rigour, accuracy and 
the capacity -to meet mm i ii r« riy , combined with *h* abflity to " «"»p* a twm of professional and 

admiiristrative staff. Your ezoefienc mnw mm ifjflnn «nJ i n n n» w nml skills will enable you to manage 

w4aAwbip « »Mi fiJlMgrtf, anti ^ rt w.ij fnnrart.gun . ■ 


I 

s 


Interested candidates should seritx. to BBM Selection, quoting reference 454 and 
mdesmg a full cHniadaan. vitae that mduda daytime and evening telephone numbers. 
AH applications wSL be treated m the rtrictest confidence. 


76 Wading Street 

London 

BC4M9BJ 


Tek 0171-248 3653 
Fax: 0171-248 2814 
F-ma3: 4S4@bbmxojik 


m 


European Financial Analyst 

Hill’s I Head Office - Herts £Excellent 4 


. £ExceLlent 4- Car 4- Benefits 


Riley 


Hffl’s Pet Nutrition » a division of Colgate Palmolive and a global leader in clinical nutrition and dietary 
management for companion animals with a worldwide turnover of over £600 million. Our history of dy nam ic 
growth in the international marketplace and continued programme of expansion means that we are now 
seeking another high calibre financial analyst. 

Reporting to die European Financial Gontrollei, you will be responsible for business planning, sales analysis 
and budgets on a Pan-European basis, as wdl as implementing a new forecasting model and developing a 
monthly reporting package. You will be l iaisin g with colleagues across the whole of Europe as well as 
coordinating programmes with US operations. 

Ideally, you should be either an ACA or CtMA, recendy qualified or up to three years’ post qualification 
otpedenc*, and another European language would be useful but not essendaL You must have the ambition, 
personality and interpersonal skills co succeed in a rapidly changing commercial environment. 

In the first instance, please send your full CV including current remuneration package, to Andrew 
Sindair-Smirh, Riley Consultancy, 4 Red Lion Court, Fleet Street, London EC4A 3EN. Teh 0171 353 3223 
Fax 0171 583 2527, quoting ref 523/FT. 


Aberdeen - Birmingham « Bristol « Edinburgh • Glasgow « Leeds * London • Manchester • Norwich • Nottingham 




■j Finance Director 

i nn 


US Investment bank - Asia Pacdtc Region 

Managing Director 
Internal Audit 


Excellent US$ package + relocation + expat benefits HONG KONG 
Thte Vs as ^mtstandmg opportumly for an ambitious individual to bead foe Asia PteiBc audit operation of one 
of the world s most prertigiouB banks. Our client is a US investment book with a Jong established presence in 

o, ° mas faa * ^ “S; 


terms ofiodividial product tinea and basktenes. 

The Position 


Report to the Octal Head of Audit based tn 
New York 


Hie Requirements 

■ Qualified ACA or CPA. . 


■ fortig&tg, manage and direct a com p re h ensive 
program of andh coverage across the Asia Padffc 
r e gio n . 

■ Lead and develop teams auditing business areas 
including structured feiance, credit private 
eqottjr, tiskmanagement products and services, 

a ndatfot age), asset manngwnf nf 

■ Matageali aspects of risk aeeeasmait, working 

closely with line mana gem e nt ettmaJ 
and regulators. 


Asia Pacific 


bnpeoahle track record of mnaromw it 
audit environment in a respected banldi 
financial services institution or *Top 6’ ! 
Practice firm. . 


within an 


Dynamic leadership skills combined with highly 
developed control orientation and total 
awtmerdal awareness. ■ 


rapwienee of auditing debt and equijy dezfoatra 
trading areas. 


■ Fnq*«iscs\ attention todetaiLcixttrcfe and risk. 


Cteitribute to die firm's world- wide audit policy 
and practices. 


Please send your CV with correnl sahry details to; 
David Burton. K/F Selection, 252 Krant Street 
London VV1R 6HL, quoting rtt674CJ/0l 


AhernatiydysendbyfaxonOl?!- 
or by e-mail to k£s-tondaa9fcmnfi 
Intanet Home Page fattpaTwwwJ 



K/F SELF. CHON 


A DIVISION OF KOKN/FEUY INTHRNATXO NAL 
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FINANCIAL ANALYSTS 

Exceptional career development opportunities 

£ 30,006 - £40,000 PLUS PACKAGE VARIOUS LOCATIONS 

frwwartfon. Excellence. Partnership. The* are thestandards against which we measure ourselves at 
hraWrareMHutioreT hdped tDflrDW ^ ^ WDrttfs >“^"9 provider of effective 

In ttie lag five y ears atone our sales have increased from E3.4bn to Ea3bn, and our profits 
.wve risen from £l.2bn to'£3bn. We are consistently rsnleed as one of the world's top performing 
" COTn P aT1 16535 °*asureo by market capttaTaatbn. return on assets and value added from 
employee contribution. 

To-enhanoc this positioning in a rapidly changing healthcare market place we mug continually 
jmpfpve thc way we manage our business. High quality financial management and decision support 
s Cub caL Tms ; together with the introduction of a process driven approach to operations, b leading 
jtn the creation of new opportunities for talented and commercially focused finance professional*. 
Opportunities exist within two of our key UK businesses: 

L- ® ? ur EJQOm flagship sales and marketing company, employing 1,500 people and based at 
• "Stoddey Ifcrfc; to the West of London; and 

: «*9? manufacturing company, employing around 4,500 people at four UK sites 

V. incfcjdmg Hertfordshire and Kent. " 

The roles focus on the provision of finance! input to 'commercial and operational decision making, 
indutfing business planning, budgeting, performance reviews, business analysis and ad hoc support 
to strategic projects. 

VVe seek graduate recently qualified accountants with up to two years' post-qualification experience 
m a blue-chip corporate or a major accounting firm. 

Highly effective analytical skills, sound planning ability and strong commercial focus are essentiaL 
Jw j houlda bo be able to Impart “best practice' wrthin an environment of continuous improvement 
Team- working, networking, communication, influencing and lateral thinking abilities arc essentiaL 

- We air seeking candidates with the ability to progress to more senior management roles beyond 
these initial appointments. 

To (eom mote, please telephone our retained consultants Sue Rosslter or Pippa Baker on 
01727857755. To apply, phase send your CV to them at Barrett Webb Ltd. Dognoll House. 

Ixiwer Dagnall Street St Albans. Herts AL3 4PA Fax: 01727 812885. 

GlaxoWellcome 

WORKING IN PARTNERSHIP FOR A HEALTHIER WORLD 


. - Otrr diem is a leading company m software development for IT support services will ^ s " s ' 

a turnover of £15m. TOafl established, tbeir growth has been signjfiratw and their fWAmrai sound. Their head 
office in toe UK wiib their parent company in tte US is responsible for international operations and they are recruiting a 

FINANCIAL DIRECTOR 

m an international arena with considerable potential 



Oflf achfetemcnts a trebling of our business in the past 5 years. 

OUT plus further growth in the competitive, fast-yawing world of support services. 

Oar ambition to be the best regarded company in our sector by dients, staff and shareholders. 

Now we're looking for two people with achievements, plans, and ambitions to match ours. 

From waste to transportation management, from energy to defence. W5 Atkins is delivering results in key market sectors, 
across Che world The Group's 7.500 staff provide solutions for 70 of the FTSE 100. 1997 was yet another record year 
for us. with turnover increasing by AOTb to £328 million and profits up again to £2 7 million 
As one of the leading providers of professional technologically based consultancy and support services, were 
continually expanding our skills and capabilities to meet the changing and increasingly complex needs of a growing 
international client portfolio if you can make a direct contribution to the profitability of our business in a competitive. 
W fast-growmg environment. |Oin us in one of these high profile roles. 

W Finance Director Group Financ i al Controller 

' FacSties Management and Regional Offices Analysis and Control 

Birmingham Surrey + extensive navel 

Working for the responsible Main Board Director, you’ll Mforidqg for the Croup Finance Director, your goal will 

develop and deliver a financial strategy for our FadBties be to investigate and improve financial performance 

Management and Regonal Office operations, currently and control right across the Group, particularly in areas 

employing over l .800 staff, with ambitious plans for further of change and under-performance. Vbull investigate 

development Key tasks wil focus on close liaison with key performance indicators, prepare Board papers 

commercial management on business development and and implement agreed actions throughout the Group, 

operations together with meeting group and regulatory Based in our Head Office in Epsom, the post will 

financial reporting requirements You wfl also be involved involve extensive travel, 

with potential acquisitions 

NOu wfl be a graduate, fully qualified accountant with at Confident, outgoing and perceptive, you'll rapidly 

least ID years commercial experience, including working w in the confidence of key directors with your strong 

in a fast-rnawng knowledge based business. A dear, concise powers of analysis and imaginative presentation skills, 

communicator, youll bs capable of rapidly establishing Ybu will be a graduate, fully qualified accountant wirh 

credibility with senior management as well as leading and at least 10 years post qualification experience, 

developing staff at every level You will combine strong including a good commercial grounding in acquisitions, 

commercial instmcc, with the ability to analyse complicated rapid change, and working internationally. Your medium 

financial issues Vbur career plans mdude wide ranging term career plans include being a pic Finance Director. 


responsibility in a fast growing business 

Whte m confidence to Roger Emberson. Personnel Director. WS Attons. Wfoodcote Grove. Ashley Road. Epsom. 
Suney KT 1 8 5BW. enclosing a copy of your CV. including details of your current remuneration package, and 
explaining, on no more than two sides of Aft. why you match our requirements 

Commuted to equal opportunities. 




| 

I 

fc'-i 


£55K+car+benefifs 

.Reporting to the MQ you wiD be an integral part of the managezaaar 
.team, shaping and directing the business over an interesting time ia 
their growth. Managing a small team, you wiD be responsible ce a 
day-to-day basis fcr all foe financial systems and reporting. 

Tlbur strategic input mill be crucial in ensuring that the systems 
today wfll support the ewgrowingbusiiKss needs and in analysing 
and inte r preting t he fi n an c ial rn fa n naticn to advise the management 
team on tay financial issues. 

l^Ybanaisthave atrong comntmicatian skills, as pan of your role is 

' TM PnhaTino fhp firemrial aBamiBW nf bnvuness mynaj^in wftTrin 

. the company Tins is an opportunity to be at the sharp end of a 
t growing business. 

\ You will be a qualified accountant with at least 15 years' 


North London 

postK^Sedexpermic^.ixekaablyfnxnwTihkiaasrvije-odenlBd. 
fast-growmg environment Candidates will ideally have worked in 
an intematiaiJbusineggwironmentwifli exposure to UPU5GAAR 
understanding ot oorporete tax. copyright and licensing law and 
Hn m[un y Secretary responsibilities. 

Vfe expect you to be aoenputer literate, managing the TT/E department 
with lbs J fr ii pwn anH ii i i m mx in analysis anri gathering information, 
interpreting trends, measuring performance to optimise business 

pprrformanffp and managing tha jntfirnatwmaT traannry 

EqaaBy it n puitdul wzE be your excellent ability to conaumicale 
at all levels, first-class i n n» T pan m na 1 <a.iTig with the leadership 
and capacity to ccctribuie and to want 10 add value 10 the i 

management loam. A 


Wnmnn ffly lwi llh^ li ft » fell fff, AHiij fnwl ■»’ tm rjj teUwl flfllmq, llSaw-wvH frwl, 8p*m»«TltiiB«», 

29 fl— .- iRH'^ ifininr. , H&1 3BH quoting ref PG/FD/09. Fkx 0181 861 1978. 


Mercuri Urval 




Finance Director 

Wesi. Mki’tinJs N<.-m>ii:ibk‘ to a - : K - C 


Our client, a major food manufacturer with a turnover in excess of £23 million, has an opportunity for a 
senior financial professional to direct a comprehensive accounting and financial management service to 
enhance the Company’s strategic development 

Reporting to the Managing Director, you will analyse ongoing businez, oversee budgets, report on results and 
trends, so that recommendations can be made on cash flow and profitability. It will be your responsibility to 
see that timely and accurate reports, including management and statutory accounts, are presented. The role 
requires you to act as Company Secretary and to liaise effectively with banks, auditors, insurance brokers, 
solicitors and tax advisors. 

To take on this senior position, you will need to be computer-literate, with a recognised accountancy 
qualification and at least five years’ experience of managing your own department in the food industry 
within a factory environment Confident and self-motivated, you will be able to communicate equally well 
with both your own staff and senior management 

The benefits package will be commensurate with your position within the Company and your experience, and 
wifi indude relocation expenses, if necessary, for this challenging position in a choice West Midlands location. 

To apply, please send your CV including current salary details to: Sandra Reid. IMP Worldwide. 6 Elm Court 
Copse Drive. Meriden. Warwickshire CV5 9RG. {As CVs will be forwarded to our dient please identify in a 
covering letter any organisation to whom your details should not be sent). 

Cosing date for applications; 26 September 1 997. 


%TMPW>ddwide„ 



Accountant 

Itatbaalomaad 
acoDunm kdamUoral 

op a l ance and knead- 
wo» oi us wattes pre- 
ferred. Abo leqtfna 
hands-on expstanca In 
acc o un ting and 
M cnju Jon Systems 
wtthbrgacoipontiocs 
as Ml as DpmBona 
mMrQfembiAn 
Center experience 
pnfeahfyteh Interna- 
tional corporaHons. 
tardus bo laid in 
London ha nook of 
Octobers, l u te rasted 
candUates short! for- 
ward resume and sataiy 
requirements to: JNE 
MdNlMM 
Santee. Mac Job Code 
ia. 7515 a — H i 

foe^fl Mens. 

Data. 1X78231. 
PlMptoe only SOME 
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Investment Banking Executives 

Superb opportunities for talented young professionals to join an 

outstanding corporate advisory team 
London £ Excellent 


Are you motivated by challenge? Do you aspire to be part of a global 
industry? Do you want to be an integral member of a successful 
team? Are you committed, driven and ambitious? If the above 
strikes a chord/fchen this is the role for you. 

Our client is one of the world’s leading integrated investment 
hanlrs. Acting internationally as intermediary and adviser to major, 
corporations and governments it has the global reach and 
distribution power to meet the needs of issuers and investors 
worldwide, and has a strong reputation for innovation and 
creativity. 

Due to continued growth, applications are invited for a 
n umb er of positions- Preferred candidates will demonstrate 
the following; 


• Outstanding academic track record. 

• First time ACA passes preferably within a *Big 6’ environment. 

• Strong numerical, analytical and presentational skills combined 
with an understanding of valuation techniques and spreadsheet 
modelling. 

• Attention to detail and the ability to work in a challenging 
environment. 

If you wish to further your career within this experienced and 

growing team please contact Jayne Philpott or Annabel Haywood on 
0171 269 2298, or send a full curriculum vitae to Michael 
Page City, Page House, 39-41 Parker Street, London 
WC2B 5LN. Fax 0171 405 9649. Please quote ref 368107. 


Michael Page City 

tatemarional Rje ci ' ulnwnt Coasuliams _ 

London Pads Frankfurt Madrid Hong Kong S i ngapo re Sydney 


FINANCIAL CONTROLLER 

Central London £30,000 - £35»000 

Our client is expanding its tested and proven high-technology 
services business this Autumn following significant capital 
injection. Dramatic growth is expected over the next few yean, 
amount a client base of “blue-chip” insurers, retail chains, 
energy industries and commodity producers, internationally. 
The requirement is for an accountant who will take on the 
finance, company secretarial, and some of the administration 
and personnel functions for what is presently a small group of 
professionals of international standing, and, develop these arms 
as the company grows. 

Candidates must be able to work in a small team, 
have a commercial oudook and be articulate. 

Age is not a consideration. Please forward a full CV 
quoting rcfi 1571 to Tony McKiddie or Terry Fuller ar 
Kidsons Impey Search & Selection Ltd 
29 Pall Mall, London SWlY 5LP 
Teh 0171 321 0336 Fax: 0171 976 1116 
E-Mail: kisslon^compuserve^om. 

■ Search & Sglacllon Llaliad W^m 

inleroallonil Search Group * ■»*„ •* IH 




Central London 

Our cHent enjoys a high profile as a unique 

consultant within the media sector with a 
particular expertise in the television industry. As a 
niche player, oar client's success is attributable to 
a highly professional, personal and innovative 
approadh to meeting the needs of it» clients. . 
Further growth will comprise both organic 
expansion of existing operations, coupled with an 
imminent launch into new but related markets. 

As a fundamental part of the senior management 
team, die General Manager will act as a hub for 
the diverse range of activities the business is 
engaged in. Around half die role will involve 
and reporting but jute as 

central to the position will be translating terategic 
aspirations into practical solutions, providing 


gro w t h change. Other key areas of 
responsihiHty wiD include human 


c £45,000 + Benefits 

resources management, administr ative supervision, 
system s development and m aint a inin g a credible 
high profile both internally and with clients and 
external contacts. 

Key qualities will include familiarity with a dient 
driven culture, staff management expe ri e n ce, 

1 ambition and a desire to work in a fast moving and 
Remanding environment. A recognised accounting 
qualification, confident interpersonal skills and 
proven XT awareness are pr ereq ui sites. The 
position trill offer room to develop, both personally 
and in tine with the business itself and also provide 
front end exposure to an exciting sector. 

Interested candidates should write to Martin 
Dowsonat Michael Page Finance, Page House, 

39-41 Parker Street, London. WC2B 5LN 
enclosing a derailed curriculum vitae with 
salary package, quoting reference 372275. 


Michael Page Hiiance 

Specialists in Kumcixl Recruitment 

London Bristol Binnmgham Edinburgh Ghagow Leatbtebead Leeds 
Mafcfmhrr'* qpnfhwm-r Mftm Keynes No ttin g h a m grading StABwm & Worldwide 


GROUP TREASURER 


START-UP FOR A. DYNAMIC YOUNG PI.C 


CITY 


• Excellent opportunity for entrepreneurial 
young Treasurer to join a highly successful, 
recently floated, pic at the forefront of 
developments within its marketplace. 

• A leader in its niche of the financial services 
sector; with an enviable track record of 
profitable growth and several high profile 
shareholders. Well-positioned to take advantage 
of changes in its market and enjoy further 
growth, both organic and through acquisition. 

• Reporting to the Group Finance Director; 
your brief is to develop a professional 
treasury/risk manag e m ent function from scratch 
that actively contributes to the success of die 
company. 

• Wide ranging role, with key responsibilities 
that include investment strategy, foreign 


c. £75,000 + BONUS + OPTIONS 


exchange, banking relationships, cadi 
management and accessing capital 

• Probably in your early thirties and ACT 
qualified, you will have a demonstrable track 
record of progression within blue chip 
organisations, and will be ready for the challenge 
of a start-up situation. Broad generalist 
background, complimented by a thorough 
understanding of financial risk ma nag e m e nt, 
gained in a banking, corporate or consultancy 
environment. 

• Strong technical and numerical skills are 
essential. Must be able to operate autonomously 
within a culture that is young, fast-moving and 
demanding, and where the rewards are high foe 
a job well done. 



Phase apply in writing quoting reference 1403 
wkfa toll career and salary details to; 

Susan Ryder 

Whitehead Selection 

11 Hm Street, Loudon W1X88B 

Whitehead 

SELECTION 

\ j 

Tet 0171 290 2043 
hnp-y/www^boetxo.ukAvhhchcad 

A iSvUJoo v! Wlrtshexl Ud, 

a Wbbdxad linsi Grocp FLC company 











FINANCIAL TIMES FRIDAY 


SEPTEMBER 


19 1997 


*IDC 

BOBHOiimBmcemwBi 


I DC a leading market research and consulting company in the rr Industry, 
requires an experienced and self-motivated Individual for the role of: 

EUROPEAN FINANCE MANAGER 

This is a high profile position which reports directly to the IDC European President The 
successful applicant will work with IDCS subsidiaries throughout Europe to continuously 
access financial reporting, budgeting and control critically appraise results and provide 
advice to senior management 

The role calls for an experienced financial manager with strong interpersonal skills and the 
commercial awareness necessary to work with multiple busines unit managers throughout 
Europe. We require a qualified chartered accountant with at least 5 years' experience in a 
multinational company. Experience with a professional services, consulting or market 
research firm is preferred. Strong financial analysis skills are required. Fluency in two or more 
European languages is preferred. Considerable travel will be necessary. 

Mease send letter and CV to: ShMey Horrodcs, IDC UK Limited. 

6 Dukes Gate, Chiswick, London W45DX 


Financial Controller 

c£32K + FX Car + Benefits Somerset 


My cUenc, a subsidiary of a dynamic UK pic, is seeking 
a commercially focused accountant to take up tins 
important role m a key operating business. The role 
encompasses bill responsibility for all and 

managfm^nT accounting in c£30 million turnover 
operation, with an on the sound financial 

management of work in progress. In addition you will 
act as an important support to commercial management 
in the preparation of bids and teuders. 

The successful candidate will be a qualified accountant 
with experience of supporting senior management in a 


contract accounting environment, or an experienced 
management accountant with strong manufacturing 
experience. This post requires an Individual with die 
maturity to operate as an inoegal member of an 
enterprising senior management together with the 
potential to develop within the organisation. 

Interested candidates should send a c ompreh ensive CV, 
quoting Ret AGB/S18 to Karim Paige at Paige 
Consuhmg, PO Box 276 , Exeter EX3 OYP. 

Tel: (01392) 875754. Fas (01392) 877927. 




PAIGE CONSULTING 


EXECUTIVE SEARCH & SELECTION 



appears In the UK 
edition every 
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& Thursday and In 
the international 
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every Friday. 

For farther 
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Toby HndefrCnjfts 
+44 0171873 
4027 


Financial Times 


FINANCE 

MANAGER 

Hemel 

Hempstead, 

Hertfordshire 


c. £45,000 
+ Car + Benefits 


sf 


BT has already established itself as the UK's largest 
telecommunications company with turnover in excess of 
£14.9 biilion. Following its proposed merger with MCI 
to create Concert pic, die organisation will be well 
placed to fulfil its global aspirations. 

The Personal Communications The successful cantfidate: 


The Personal Communications 
Division (Head Office based in 
Hemel Hempstead) is considered 
a market leader in its field. 

Your responsibilities: 

• Provide quality management 
reporting to facilitate the 
achievement of business goals. 

• Interface with Marketing 
colleagues to evaluate profit 
performance relative to budget 
and forecast. 

• Lead, motivate and further 
develop a well established 
experienced finance team. 

• Liaise with senior colleagues in 
the business and in other 
divisions on issues relating to 
performance, internal controls 
and accounting systems. 

• Influence the development 
of Group wide financial 
systems to enhance business 
information. 

• Undertake investigations and 
adhoc projects. 

The role allows exposure to 
senior management throughout 
all divisions of BT r thereby 
offering tremendous longterm 
opportunities. 


• A high calibre qualified 
accountant with several years 
proven senior management 
experience within a large/Blue 
Chip organisation. 

• A strong leader, motivator and 
an influential team player with 
a hands-on approach. 

• An ability to deliver results on 
time and provide quality, 
focused analysis. 

• Proactive and confident, a 
persuasive communicator with 
a tenacious enquiring mind. 

Interested candidates should 
submit their curriculum vitae to 
fames feavonsat Harrison Willis, 
47 London Road, St Albans, 

Herts AL1 Ilf. Teh 01727 840660. 
Fax : 01727840662. 


HARRISON 

^WILLIS 


HW Group Company 


Fast Track Finance 
Professionals 


Are you excited by Involvement in a variety oT projects 
across the world? Are your sights set on demanding roles in 
major businesses? If so, we want to tafc to you. • 

Your predecessors have already moved Into corporate or. 
divisional positions working closely with senior coBeagues 
within Ms mulfi-blNton dollar US corporation. Aggressively 
acquisitive and changing constantly to stay ahead of 
the competition, this weO respected manufacturing 
multinational requires, bright young accountants, nawiy 
qualified or with up to three years post-qualification 
experience with major accountancy practices. Alternatively 
financially related Industrie experience coidd be suitable. 


Part of a woridwlde team of ^ you will be based m the UK. 
Ybu wai team about all aspects of the business thro ugh a 
variety of projects that wtfl test your intellect, demonstrate 
your skills and reward you handsomely. Be prepared for 

travel, hard work but being encouraged to have fun as you 

seethe world. 

.•Safari wffi not be a limiting factor tbrlhe right candidates. 

Please reply in confidence, enclosing your CV and current 
salary d etails, quoting ref: FT120f 1, to Peter Shotton at 
Howgata Sable A Partners. Arkwright House, Parsonage 
Gardens, Manchester M3 2LF. Tel: 0161-830 2000. 

Fax 0161-0390064. Internet httpVAvwwtapjobsjietflTOwgate 



Howgate Sable 

- — — & Partners 

Executive Search and Selection 
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INVESTMENT BANKING 

Mathematical Analysts /Developers 


CITY 


EXCELLENT PACKAGE 


Internal promotions and international transfers have resulted in a number of opportunities being created in this 
highly rated sophisticated team with a global presence in Fixed Income and Equities. 

Our client has a strong commitment to developing and pioneering qua ntit at i ve methods for pricing, hedging 
and valuing security and derivative instruments. This is a chance to have your contribution recognised and 
work within an elite team of trading professionals and risk managers. 

In order to sustain their dynamic growth our client requires business orientated, mathematical technologists. 
The successful candidates must be able to demonstrate the talent, motivation and maturity to succeed in an 
environment where over achievement is the norm, and an international perspective is essentiaL 

Ideally you should possess the following: 

• 1 years commercial experience 

• A good degree (1st or 2:1) preferably in mathematical, statistical or engineering discipline is required (PhD 
would be highly advantageous). 

• Strong C/C++ 

• Proactive approach and the need to succeed 


Please contact our 
retained consultants 
Danielle Lorenz, 
Adam Smith or 
Jonathan Leigh 


Tel: 0171 335 0005 
Mobile: 0976 731 437 
Fax: 0171 335 0008 
Email: jobs@huxley.co.uk 


fntell/MATCH - Automated indeniificat/on of financial exceptions 


Mkrobank Software bi a global sup0er of matching. exception manageaaent/bjvestigation and customer service software u> the banning 
and securities sector 0or EcBpee* software platform b the most progressi v e management solution, provid ing a perfect alignment of 
Unsocial control senfoe and kdonoatioo access to aninage Straightthrougb-SaoeptioD-ProcesslBg or STS"™. Already, over 100 of the 
eoitTa largest BoaBcUlOtiSadorm use oar products with the latest Wonsoft NT. CBent Server. Internet and Knowledge based technology: 
As a result -or contladag expansion we no* reepdre the Mknrtng professionals. 


Banking Business Consultants 


packages £40,000~£1 00,000 


INVESTMENT BANKING 
17 St Helens Place, London EC3A 6DE 


Financial 
Software Wizard? 

A rare combination of a raw talent good business 
judgement and a new software technology sometimes 
dsfivers sensational stories ol commercial success. 
We are a small software start-up and our new 
technology stuns even the most hard-bitten 
busnessmaa We now need to adds some more raw 
talent to our London based development team! 

Business Planner? 

it you have a thoroughly "hands-on' approach to 
financial software then this may be your perfect Job. 
We can't pay you a 6 star salary, but we can offer 
reasonable remuneration, an equity position and a 
senior rote in a fom that intends to IPO in 3-5 years. 

Can you tick afi six? 

Written business plans? 0 

Spot the “SS' in company report? 0 

Enjoy programming? Ef 

FnanaaHy qualified {ACA. CiMAetc.) 7 B 

fTOuafified? 0 

Bursting with energy? g 

Stoneygate Software Ltd 

Tel e p ho n e 0171 7048888 or fax your CV to DIM 7046996. 



Recruitment section 


is also available 


all week on 


www.FT.com 


We are now seeking key banking consultants to loin our European operation to provide strategc business consultancy to 
our banking clients. Central to fob is tbe expert presentation of the benefits of re-engineering back office processes and 
subsequently producing supporting recommendations and consulting, based around our applications. 

ftte require confident, articulate professionals who can interfere with our effects at all levels and have a deep understanding 
oT Treasury, Securities anchor PaymaH operations. It is essential that you have considerable domain knowledge or tbe 
settiement/paymect process and possess a thorough understanding of tbe critical business issues sunroumflng the matching 
and exception management function. . 

Haying embraced LT. in your banking operations career, this role wifi provide you with tbe opportunity to work within a 
dynamic, international, commercial environment, releasing your true potential. 

Customer Service and Technical Support Manager £Neg. 

You will be responsible for tbe management of a team of tech nical su pport staff customer service agents and account manage r* 
An understanding of both tbe business issues surrounding STOP™ and the cfient service technical architecture necessary to 
support It are essentiaL 

Pfease send your Elf to our adrisfng consultant NeB McCturg at PairOeM CoosuWog. or contact him on 0181 878 3336 

^ FAIRFIELD 

ft A If'P gjgs R.^X 17 TUfemy Yard. Mortlake High Street, London SW14 8SN 

■ » ■■ Vwl % urn H V- pin, 0181 392 1088 Email. tebtiektemitillng@mmpu8erYe.com 


- Solutions for fz> .3 rr J< i rn cj and 


securities 


A N A LYST DE V E I . O PE R 
E Q LIT Y DERI VAT I V E S 


PACKAGES £30-£45,000 + BONUS + BANKING BENEFITS 

As one of the woricTs foremost global integrated investment banks, our client bas an enviable reputation for Leadership in 
financial product development and technological innovation. Committed to occupying a position of leadership in the move 
toward global systems using tbe very latest technologies, they recognise that this can only be achived with foe contribution 
of talent individuals who possess excellent business and technology skills. In order to sustain and maintain foe momentum 
built by their successful trading performance, our client wishes to attract and develop business oriented IT professionals with 
drive and vision. 

The Role is 

* To woifc very closely with sales, trading and risk professionals wi thin foe bank’s eqmnes/equity derivatives areas. 

• To support trading activities by analysing requirements for (and then designing and delivering) effective front-office 
applications to gain business advantage. 

• To operate both independently and within small teams whilst nevertheless demonstrating an organised methodical 
approach to systems development. 

* ai^process^ 10 *° Ur S * C ^ S ^ or quickly gaining, an understanding of investment banking products 

You. win — 

‘ ?^ >DS ^ e J ie productively bo* independently and in a team cnviroiiinau and the communication skill* 

to liaise effectively with buaness users and technology colleagues. 

Po»ess at least 24 moiifos experience of systems development within a Unix (Solaris/Sybase) environment using C or 
C++ and show fa xnil ia n ty with formal methods of systems development. 

-• Have preferably, bu t not e ssentially, gained previous experience in m investment banking environment 

" ZptUZZZ Stt deUv “ 5 ' focuSKl wa a* wniamty uemp quickiy 


If you are actively looking or merely speculating 
please contact our retained consultants 
Danielle Lorenz, Adam Smith or 
Johnathan Leigh. Please contact us or 
send through your CV. 


. TO: 0171 3350005 

Mobile: 0976 721 437 
Foie 0171 335 000$ 
Email: jobs@hurieyxo.ifiE 


INVESTMENT banking 

17 St Helens Place, London EC3A 6DE . 
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